THE OUTLOOK 


Business and Politics—Slight Contraction of Commercial Loans — Money Still High 


The 


Crops—The Market Prospect 


HE inactivity of the markets and the small price changes 
T perhaps indicate that conditions, long disturbed by war 

and post-war readjustments, are now becoming more 
stable—that the world is, as the phrase goes, settling down to 
business. It is certainly to be hoped that this is true. We 
need above all things to get back to peace standards of pro- 
duction, and an important element in doing that will be a 
saner and more stable attitude of the popular mind. Every 
individual act is an outgrowth of a thought in somebody's 
mind, ard the aggregate of such acts constitutes what we are 
accustomed to refer to as “‘business conditions."’ At times, 
conditions practically compel certain states of mind; at other 
times, it is the state of the popular mind that creates conditions. 

* 8 # 


HE Republican 
evidence of this growing tendency 
toward sanity. Senator Harding's career 
has been entirely free from erratic enthusi- 
asms. ‘The test of his ability as President would probably be, 
not his own intellectual genius or power of personal leader- 
ship, but his skill in the selection of assistants and in co- 
ordinating political factions. But as yet his qualifications in 
this direction are for the most part unknown to the public. 

It does not seem likely that radicalism can control the 
Democratic Convention. If not then a third party nomination 
; probable. There would, in fact, be advantages, from the 
standpoint of the conservatives, in the segregation of radical- 
ism into a third party organization, since the election of its 
candidate would be out of the question. A third party would 
serve as a useful escape valve, with little result except noise. 

A more important influence will be the scheme of advance 
pledging of candidates by which they are tied up before elec- 


tion to favor certain policies. The phenomenal success of the 
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SANE nomination is an 


POLITICS 
HOPED FOR 


Anti-Saloon League by this method will encourage farmers, 
railroad employees, labor organizations, etc., to adopt it. In 
the heat of a campaign, with a few thousand votes needed to 
win, a cadidate is often tempted to pledge himself to some 
policy which will throw the needed balance of power in his 
direction, even though the vast majority of his constituents may 
be lukewarm on the subject. 


An interesting campaign is 


in prospect. 
.. a. 
HE last Federal Bank 
showed an increase in per cent of re 
serves from 43% to 44.5%, the best gain 
for some time. The improvement was mostly 
due to a drop in rediscounts on war paper from $1,441 ,000,- 
000 to $1,232,000,000, a very encouraging change. 
Since this figure was at one time about $!,750,000,000, it 
is evident that progress has been made toward the payment of 
loans based on Government bonds and Treasury certificates. 
There was also a decrease of $18,000,000 in commercial 
bills rediscounted, which is notable because this item has here- 
tofore been rising pretty steadily. 
It looks as though this might prove the beginning of a con- 
traction of commercial loans which ought to continue through 


statement 


SOME 
CONTRACTION 
OF LOANS 


July and perhaps into August. There are several factors 
working in that direction: 

(1) Raising of rediscount rates to 7%. 

(2) Thawing out of frozen credit as railroad congestion 
is partly relieved. 

(3) A tendency on the part of the public to exercise 
more discretion in buying goods. 

(4) A decline in commodity prices for the most part, 
however, confined to a few lines. 

All these factors are of course interrelated. 





The connection between bank loans and commodity prices 
is very close. For example, if we take the figures of May I, 
1917, about the time the United States entered the war, as a 
base and calculate the increase in commodity prices and in 
loans of all National Banks on a per cent basis, we get the 
following very significant correspondence: 
Bank Commodity 

Prices 

May |. 100% 

May 12, 114 

June 30, 125 

Sept. 12, 129 

Nov. -17, 133 

Dec. 31, 134 

Feb. 28, 137 

The dates taken are those of the Comptroller's calls for 

reports from all National Banks.. The commodity price in- 
dex used is Bradstreet’s. This index for June | showed the 
first decline of any importance since March, 1919—a drop 
of nearly 5% from the high point of Feb. 1, 1920—and it 


is this which has permitted a reduction in commercial Joans. 
* 8 # 


Loans 


HIS probable reduction in business loans 
during the next month or six weeks 
should have the effect of reducing the rate 
on call money in Wall Street. But from 


MONEY 
NOT TO BE 
EASY 


the broader standpoint we see no good prospect of any im- 
portant easing of the money situation until after the crop- 
moving period. : 

First, we do not expect a continuous decline in commodity 


prices. It is true that there has been a condition of semi- 
demoralization in several important industries, notably wool 
and silk—the latter being greatly affected by the panic in 
Japan. We believe, also, that the broad trend of commodity 
prices has turned downward. 

But on the other hand, there is in most lines no large ac- 
cumulated surplus of goods on hand, nor has there been as yet 
any considerable increase in production as compared with 
demand. Under such conditions a decline in commodity 
prices must be slow and probably interrupted by frequent 
rallies. 

Second, from the latter part of August until November 
the demand for credit for crop-moving purposes is likely to 
rather more than offset any contraction of other credits. 

The rate of 8% has been already touched for the best com- 
mercial paper at New York. This ought to be about as 
high as that rate can go—that is, a rate of 8% places such a 
handicap on business borrowing that the demand for loans 
should gradually slacken under its effect. Certainly any 
higher rate would have to be strictly temporary and could 
last only a very short time. But it would not surprise us to 
see money rates for business loans cling near their present high 


level for most of the remainder of 1920. 
* * * 


HILE we do not believe that the bear 
market in stocks has as yet run its 

full course, we are not inclined to expect 
any such drastic liquidation as occurred in 
1907, 1914, or 1917. The law of action and reaction ap- 
plies in the markets very much as it does in physics. The 


DRASTIC 
LIQUIDATION 
IMPROBABLE | 
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severity of the crash when a bull market falls depends very 


_ largely upon the degree to which the structure had previously 


been built up on weak margins. 

Looking at the matter from this point of view, it is im- 
portant to remember that the real bull market of 1919 was 
short-lived. After the low prices of December, 1917, but 
little progress was made toward higher prices until March 
1919, and the top was touched in November, making onl) 
about eight months of actual bullish activity. 

Moreover, the advance was confined to industrial and oi! 
stocks. Railroad stocks sold higher in November, 1918, 
than at any time in 1919, and in February, 1920, they sold 
lower than they did in the semi-panic of December, 1917. 
At no time was there anything which could be called a bul! 
market in the rails. Copper stocks, also, joined in the bull 
swing only to a very moderate extent. 

Again, the bull market in the industrials was not allowed 
to run its full natural course. Its unfolding bud was nipped 
untimely by a heavy frost emanating from the icy hearts of 
the Federal Reserve Board. While the public had bought 
quite as many stocks at high prices as were good for it, it had 
not bought nearly as many as it would have gladly jumped 
for if prices had been permitted to go on rising. 

The Federal Board can undoubtedly be counted upon 
for aid in case genuine panic should show signs of developing 
in stocks, just as it exerted its great powers to prevent a run- 
away bull market last fall. © We believe, therefore, that all 
talk of panic is far beside the mark. 


* + 


ONDS now offer the best opportunities 
for the investor, especially long term 
bonds, which, if intelligently selected, are 
certain eventually to show marked price ap- 
preciation. While it is of course true that the scarcily of 
investment capital, which can hardly show much improvement 
for several months to come, may cause some further declines 
in bond prices, those declines are not in any case likely to be 
important, and they may not come at all. The bond investor 
who waits for the bottom eighth may end by paying higher 
prices than now prevail. 

Railroad stocks in general do not so far show signs of any 
important rise. It will take a liberal advance in freight rates, 
and in the case of some lines in the passenger rates also, to 
put the roads on their feet. Such an advance will have some 
effect in increasing the cost of living, and will thus tend to 
reduce the buying power of the public. The average investor 
feels that the situation is still clouded and complicated and 
prefers to wait, at any rate, for easier money conditions be- 
fore committing himself heavily. It is not impossible that 
further dividend reductions may be made, as in the case of 
Northwestern. 

Liquidation in the industrials does not appear to be com- 
pleted, and while rallies will naturally occur from time to 
time we believe that investors will have an opportunity to buy 
most of these issues at lower prices. Activity of pools in 
some specialties has no significance so far as the general list 
is concerned. 

Looking at the market broadly, under present conditions, 
we would rather own money than stocks. 
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Belgium’s Rapid Recovery 
Country’s Exports Will Exceed Imports Before End of 1920—-German Indemnities Not Being 


Relied Upon 
By EMIL FRANCQUI, Belgian Minister of State 


The Belgian government made a wise 
choice when it appointed Emil Francqui 
to negotiate its foreign loan with us. Be- 
sides being Minister of State, President 
of the Societé Generale, the largest bank- 
ing institution of Belgium, President of 
the Bank of Hainaut, the Central Bank of 
the Sambre, President of the Overseas 
Bank, and a director in other corporations 
totalling many hundreds of millions of 
francs, M. Francqui is eminently fitted by 
temperament, training and ability to 
“carry a message to Garcia.” 

The success of Francqui’s Zanzibar 
mission back in 1890 really determined 
his career. He had just returned to 
Brussels after a three years’ trip abroad 
reorganizing transport lines at Lukenga, 
when he was given a two hours’ handi- 
cap on Fate. Turning his back once 
more on the homeland, this young lieu- 
tenant rushed into the heart of Africa 
and before two years had elapsed became 
head of the Katonga expedition, consid- 
ered by geographers the most scientific 
exploration ever undertaken by the Bel- 
gians in the Congo. 

On returning to Brussels, Francqui was 
made military instructor to the prince, the 
present King Albert, and history now 
possesses a pretty good record of what 
sort of a military man the pupil eventually 
became. Later, Francqui was sent to 
Hankau as a Consul. While in China he 
broke into international finance in much 
the same way as M. Casanave of the 
French High Commission, now in this 
country. Francqui was a prominent fig- 
ure in the reorganization of the Pekin- 
Hankau Railroad. 

Enthusiastic over the commercial pros- 
pects of Cathay, Francqui, aided by Col. 
Thys, who as a captain had placed the 
Congo message in his hands some years 
before, inaugurated the Compagnie Inter- 
national d’Orient, later becoming its 
president. It was during this period that 
this soldier-statesman-financier met Her- 
bert Hoover, who was then making a 
name for himself in that end of the world 
as @ mining engineer. And during the 
war Francqui was the local directing gen- 
ins of the National Committee on Bel- 
cium, the organization which attended to 
the distribution of the supplies sent to 
that unfortunate country through the 
Hoover Relief Commission. 

Of great physical and mental activity, 
M. Francqui has carried his soldier dis- 
cipline into his official life as Minister of 
State. He always gets his mail off before 
nine o’clock, as Levi P. Morton used to 
do. His characteristic optimism is ex- 
pressed in the following article in which 
he states his conviction that Belgium 
will establish a favorable trade bal- 
ance before 1921. A graded income tax 
has been established, there talk of an in- 
heritance tax, and some statesman without 
a sense of humor has suggested a war 
profits tax —Francis J. OPPENHEIMER. 
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EFORE the war, Belgium occupied 

a most enviable position. Our per 

capita wealth approached that of 
Great Britain, and if proportion of 
population is considered, our industrial 
production surpassed that of all others. 
Nature had given to us as it has 
given to you, that greatest of all riches,— 
coal. Thanks to this, and to a popula- 
tion the densest per square mile in the 
world, we were able to develop many in- 
dustries,—glass, ‘cotton, linen and wool- 
spinning, steel making, construction, etc. 
The revenue which came to us through 
these industries in the twenty years be- 
fore the war permitted us to export 
enormous sums of capital, which we in- 
vested in enterprises of every sort,—rail- 
ways, tramways and mines in Canada, the 


EMIL FRANCQUI 


Argentine, Brazil, China,’ Italy and Rus- 
sia, Germany, France, everywhere, in 
fact. And our commerce had given us a 
very prominent place among the world’s 
trading nations. 

Our enterprise, our success, and our 
prosperity, excited the envy of Germany. 
When the time was ripe, in her opinion, 
she did not hesitate to violate our terri- 
tory. One of the first acts of the enemy 
was to demand the services of our labor- 
ers, which had they been given, would 
have released 800,000 Germans for the 
front line trenches. Tempting offers were 
flatly refused. We were determined to 
keep our national honor. Then began a 
long perivd of unemployment and suffer- 
ing, a very dark period for those of us 


who had remained behind to direct af- 
fairs, but which was brightened by the 
arrival in our depressed land of those 
gallant welfare workers from America, 
under the direction of Herbert Hoover. 
Through those never-to-be-forgotten war 
years we struggled on. The final blow to 
our morale came in 1918, when the Ger- 
mans, withdrawing under the heavy fire 
of the advancing allied troops, destroyed 
everything as they went along 

Armistice Day found Belgium 
grave problems. 

Two thousand kilometers of our rail- 
roads, 1,800 bridges, 600 kilometers of 
our canals, our telegraph, our telephone 
systems, and a third of our factories 
were under the blight of ruin and deso- 
lation. Sixty thousand railroad cars, and 
2,500 locomotives had been taken from 
us. Our civil administration had been 
completely disorganized, and our State 
Treasury, empty. 

Stimulated by our great King and en- 
couraged by the example you Americans 
had given us, we set to work. 

To-day, after eighteen months of per- 
severance, I can assert with happiness 
that our railroads, our telegraph and 
telephone systems, are almost entirely 
repaired. Our canals are navigable, and 
many industries revived. Already our 
coal production is not only up to but a 
little higher than that in 1913; specifically, 
in April it reached 105% of our pre-war 
output. Unfortunately in our steel and 
construction plants, the recovery has been 
slower. Some of these have not been 
fully repaired yet, and others are unable 
to obtain industrial coal and coke 

Textile and wool production are grad- 
ually being restored to normal, having 
reached 80% of the pre-war output. Our 
plate glass works are in full operation 
Each month sees an increase in our for- 
eign glass shipments.* 

Before the war Belgium imported an- 
nually eight million tons of coal. By the 
terms of the Treaty, Germany is required 
to furnish coal to Belgium to this amount 
So far Germany has not been able to ac- 
complish this. Or, at least, she has not 
done so. When this coal begins to come, 
and the remaining factories repaired, we 
shall have regained our normal indus- 
trial position, which should be before the 
end of this year. 


facing 


Industrial Recovery Rapid 


While in all other European countries 
there is a greatly lessened output of coal, 


*A cable received from Brussels, dated June 
1, by the Guaranty Trust Co., states that Bel- 
gium’s glass production had reached 70% of 
pre-war production. Also, that 159,000 tons of 
ig iron, and 206,000 tons of steel ingots had 
een produced this first quarter, and the im- 
ports for this quarter were 2,768,000,000 francs, 
as against 399,000,000 francs, first quarter of 
last year; also that exports had jumped this 
first quarter to 1.727,000,000 francs, as against 
34,000,000 francs the first quarter of 1919. The 
adverse trade balance against Belgium is grad- 
ually being whittled down, as compared with 
ast year.—Epiror. 


(Continued on page 227) 
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Paul M. Warburg Says: “Immigrants Are 
Potential Capitalists” 


Famous Banker and Director of the Inter-Racial Council Urges Investment Houses and Banks 
to Provide Facilities for Foreign Depositors 


6 ODERN investment and deposit 
M corporations should seek the pat- 

ronage not only of the large but 
also of the smallest customers,” said Mr. 
Paul M. Warburg, former Vice-Governor 
of the Federal Reserve Bank and inter- 
national financier; to a representative of 
Tue MAGAZINE OF WALL STREET. 

“The war has brought about a great 
change in this matter; that is, the distri- 
bution of wealth in the United States, 
and the funds in the hands of the working 
classes amount to billions. Increasing 
taxation has decreased the importance of 
the one-time class of professional cap- 
italists as the exclusive field to cultivate 
for the purpose of placing investment 
securities. The savings of the masses will 
become an element of growing importance 
in this regard, if private enterprise is to 
successfully finance the future of our 
country.” 

The subject immigration was on the 
mat, and Mr. Warburg, who is a director 
of the Inter-Racial Council, which is en- 
gaged in the formulation of some policy 
that will help solve this vexed prob- 
lem, was offering some constructive ad- 
vice, which, in his opinion, if heeded, will 
not only aid investment houses to add to 
their clients, and banks to swell their 
deposits, but will also go a long way 
toward stabilizing industrial unrest among 
our alien population. 

With the change in the tide of immi- 
gration, these remarks are particularly 
timely. During the week ending June 
14th, 9,432 immigrants arrived at our 
shores, and Commissioner Frederick A. 
Wallis has raised a cry not heard since 
the war that Ellis Island was under- 
manned and overcrowded. Investment 
houses and banking institutions have an 
opportunity to nip anarchism at their 
roots, according to Mr. Warburg. 

“Banks "in districts having a large for- 
eign population should organize branches 
or departments or bureaus in charge of 
men who speak the language of these 
foreign elements. Such men are apt to 
understand the requirements of these 
‘foreigners,’ their daily cares and hopes. 
And with proper development, these de- 
partments, or bureaus, might develop into 
industrial centers where the local immi- 
grants could come together for informa- 
tion and advice. It does not hurt any- 
body to know. Otherwise, these un- 
tutored souls, under the guise of fatherly 
advice, are apt to accept the suggestions 
of charlatans whose one purpose is to 
separate the unhappy victims from their 
hard-earned savings.” 

An inquiry as to whether or not it 
would be good business for banks and in- 
vestment houses to inaugurate such a new 
departure brought: “There is abundant 
evidence that such investment houses and 
banks as have adopted this policy have 
been amply rewarded for their broad- 
mindedness.” 
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The other day a widow withdrew thirty 
thousand dollars from a bank for de- 
posit in another bank. Instead of mak- 
ing out a check payable to herself, and 
taking or mailing it to some bank, she 
carried the money about on her person in 
bills of large denomination. Need it be 
said she lost all this money in the sub- 
way? This by way of saying that immi- 
grants need to be educated to the fact that 
their money is much safer when placed 
with an American Savings or a Postal 
Savings Bank than when carried about 
their persons, or hidden behind a clock, 
or behind a masterpiece hanging on the 
parlor wall. Thieves have, to the amaze- 


Photo by Brown Bros. 
PAUL M. WARBURG 


International financier who, as Director 
of the Inter-Racial Council, is keenly inter- 
ested in immigrants’ welfare 


ment of their owners, taken large sums 
of immigrant money from behind a brick 
in a kitchen stove where it had been hid- 
den for safety. The old saying about 
locking the stable after the horse has 
been stolen, is a good one. And as soon 
as a laborer deposits money in a bank, he 
at once becomes a capitalist on a small 
scale. From depositor to investments in 
reliable securities is but a natural step, 
and one that often has meant a tidy for- 
tune, eventually; for the one who takes 
it. 

Asked if it were practicable to invoke 
and enact federal legislation for the pro- 
tection of immigrants’ savings, Mr. War- 
burg, who has been a director of the 
Rockefeller Foundation, and the National 
Employment Exchange, replied: “The 


question of federal legislation has been 
frequently ventilated. By treating the 
handling of immigrants’ deposits and 
kindred transactions as matters inter-re- 
lated with interstate commerce, we might 
get somewhere toward achieving such leg- 
islation. Obviously an approach along 
these lines is not free from objections. 
A very large, if not the largest, propor- 
tion of such business does not properly, 
or at least not necessarily involve inter- 
state transactions. And where it involves 
immigrants’ deposits made and _ with- 
drawn in the same locality, it is clearly 
intrastate. 

“It would involve a very strained con- 
struction of the law to hold that remit- 
tances to Europe made from a state of 
the Union would constitute an interstate 
transaction. This really involves a trans- 
action not between two states, but be- 
tween one state and a foreign country. 
If, for instance, some local banker were to 
send money to a banker in another state, 
say New York, in order to have the re- 
mittance to Europe made from there, an 
interstate transaction could be held to 
have existed. Here again the question 
would arise whether banking transactions 
could be considered as _ constituting 
‘commerce.’ 

“By the establishment of direct rela- 
tions With the immigrants’ old home 
country, it would’ be easy for any bank 
or banker to keep his transactions free 
from the character of interstate business. 
I doubt, however, if Congress would give 
favorable consideration to such legisla- 
tion. One objection that could be raised 
with great force would be that this was 
purely a matter for state regulation. 

“Since their inception I have been 
closely affiliated with the New York and 
the National Child Labor Committees, 
and these committees were faced with a 
similar problem, viz: trying to secure 
federal legislation for a matter essen- 
tially an object of state supervision and 
control. To obviate this, we formulated 
a model tenement law, and then bent all 
our efforts on having legislation enacted 
in the various states, on lines approaching 
this ideal. When we had won over pub- 
lic opinion in the leading states, we em- 
barked upon a campaign for the enact- 
ment of federal legislation. Child labor, 
as affecting interstate ;commerce, offers, 
in my opinion, a very much stronger case 
for federal legislation than the handling 
of immigrants’ savings. But even there, 
we encountered many rocks, often being 
forced to defend the constitutionality of 
statutes that we succeeded in having en- 
acted. 

“A Supreme Court decision has very 
clearly ruled out banking transactions of 
this character from being considered as 
interstate commerce, and for all these 
reasons I have advised the Inter-racial 
Council not to attempt federal legislation, 
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but to direct its efforts towards securing 
adequate and, if possible, uniform state 
legislation wherever immigrants’ savings 
exist in sufficiently large amounts and 
where they have not yet been adequately 
protected.” 

“What about private bankers?” 
Warburg was asked. 

“The various dangers threatening the 
immigrant as regards becoming a prey 
to private bankers are pretty well known 
to all,” he replied. “Ex- 


Mr. 


“A model law, on similar lines, might 
be formulated by the Inter-racial Council, 
or it could adopt New York’s as a stan- 
dard, and then use its influence with 
energy and consistency to have such a 
law enacted in the various states of the 
Union where protection is needed. Na- 
tional and state banking institutions 
should be impressed with the fact that it 
is good business to provide facilities that 
will meet the requirements of immigrants. 





ploiters without con- 
science, they are free in 
many states to fleece 
their victims without be- 
ing subjected to any ade- 
quate banking super- 
vision. In 1910, we 
enacted a law in this 
state which has since had 
several amendments made 
to it. This bit of legis- 
lation, in my opinion, 
seems to meet most every 
requirement. It provides, 
among other things, that 
any person using the 
name, ‘private banker,’ 
and who accepts deposits 
below $500, and permits 
interest thereon, is sub- 
ject to the control and 
regulation of the state 
Banking Department 
with respect to the con- 
duct of his business, such 
as segregation of assets, 
regulation of investments, 
maintenance of certain 
prescribed reserves. 








The Bolshevik: 


Courtesy Inter-Racial Council. 
He'll have to come to me when those fellows get through 


with him 








Belgium’s Rapid Recovery 


(Continued from page 225) 


and a slow progress in industrial rehabili- 
tation, we are moving rapidly forward. 
Our laborers are working right up to 
the opportunity afforded them. They are 
neither Bolshevists, nor anarchists, nor 
red radicals. 

These facts increase, daily, our com- 
mercial movement. 

Already, our exports to Holland, 
France, Italy and Germany surpass our 
imports. The balance with England is 
slowly, but surely, readjusting itself. The 
trade balance is against us only with such 
countries where we are purchasing food 
requirements, the United States, Canada 
and the Argentine. I am convinced that 
before the end of this year, Belgium will 
export more than she imports. When 
that happy day comes, no longer will we 
need appeal for assistance to foreign 
financial markets. And, if Germany pays 
us the indemnities provided by the Ver- 
sailles instrument, we will find ourselves 
in a most favorable position. Since the 
Armistice, the Belgian government has 
raised within our country two and one 
half billion dollars. May I make a com- 
parison, keeping population proportions 
in mind? If the United States had to 
make the same effort, its population being 
15 times greater than Belgium, it would 
need to raise thirty-seven and one-half 
billion dollars! 

Our national public debt is today four 
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billion dollars. Balancing this, our as- 
sets include the railways, telephones, tele- 
graphs and the canals which belong to the 
State; also, one and one half billion of 
dollars in the Reichsbank, which the Ger- 
man government has recognized by con- 
tract recently signed by the German and 
Belgian governments and which will be 
repaid in gold. 

The Belgian government in providing 
internally for the budget to conduct all of 
these utilities, provided at the same time 
for interest on the debt. To explain this: 
our ordinary budget before the war was 
nearly one hundred million dollars. The 
increase of the public debt and the vari- 
ous charges due to the war raised the 
total budget to between three and four 
hundred million dollars. To meet this 
situation, our government has created 
new indirect taxes, and the Parliament 
voted an income tax sufficient to cover 
all the budgets. 

We also possess incalculable riches in 
the Congo. We exported from this col- 
ony last year 23,000 tons of copper, from 
two mines which were undiscovered un- 
til 1913, and which despite all the dis- 
advantages caused by the war, our en- 
gineers developed to their present capa- 
city. Also, last year we exported ninety 
million francs of gold; one hundred mil- 
lion francs-of diamonds; forty thousand 
tons of palm oil, besides cocoa and many 
other tropical products. Our ivory ship- 
ments were large, and we have had ex- 


“And proper state legislation would be- 
come a helpful factor in this development, 
because the more impossible it is for the 
crook to enrich himself by illegitimate 
means, the more practicable it is for decent 
banks to carry on this business on a mod- 
erate but adequate basis of compensation 
It appears to me that it is on these lines 
that we must seek to solve the problem of 
protecting the deposits of the immigrant ; of 
securing honest service when he requires 
such facilities as trans- 
portation tickets, pur- 
chase or sale of foreign 
currencies, bills of ex- 
change or securities, and 
finally when it comes to 
investing his money in 
American securities or 
other property. 

“Fake advertising is 
something from which 
immigrants suffer consid- 
erably. This is also a 
question that affects the 
welfare of everyone in 
the United States. It 
opens the question of 
proper publicity for pub- 
lic offerings of all kinds 
of securities, a subject 
which is receiving seri- 
ous attention in this state 
Yi) My own belief is that 
state legislation in this 
regard will not cure this 
evil, and that if volun- 
tary self-discipline can- 
not combat it, Federal 
legislation can be the 
only real solution.” 
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which is now 
before the outbreak of 
scientists had discovered 
in north Belgium. 

All these material resources prove ours 
a solvent nation. 

There is a still better asset, one I can- 
not refer to without emotion. I am re- 
ferring to my countrymen. If our work- 
men had yielded, and if the eight hundred 
thousand Germans who were forced to 
remain behind the lines of occupation of 
our country had thus been freed for use 
at the front, the war would have been 
prolonged for at least another six months. 
And at what a loss of life and treasure. 

The Belgians placed their national 
honor ahead of everything. Had they not 
done so, what would their fate have been 
to-day? Had our workingmen yielded to 
the vile proposals of the Germans, what 
would have resulted? Our country would 
never have been laid desolate, and we 
would have accumulated wealth such as 
came to those other countries that stayed 
out of the conflict. But we kept these 
murdering hordes back until they 
trampled over us like wheat. 

Ont of the black night has come a new 
courage to my people, a new devotion and 
a new solidarity, and out of our common 
suffering and our common triumph there 
has come to us all, without distinction of 
class or condition, an intense nationalism. 
These are spiritual possessions which we 
offer as collateral for an opportunity to 
meet our rentaining unsolved problem,— 
that of exchange. 
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Commodity PricesTurn Downward 
Time Money Slightly Easier, But Commercial Paper Rate Higher—Steel’s Unfilled Orders 


HE most important change shown by 

the two graphs which accompany 

these comments is in commodity 
prices, which have taken a definite turn 
downward. The reasons for expecting 
such a move have several times been ex- 
plained in this publication. 

Our view is that only one thing would 
cause commodity prices to exceed their 
March high ievel, and that would be a fur- 
ther great inflation of credit. It would 
be within the power of the Federal Board 
io permit such an inflation, but their policy 
has been announced to be a gradual reduc- 
tion of credits and this has been backed 
up courageously by higher rediscount 
rates. Moreover, a renewed rise of prices 
would be violently opposed by the public, 
which is now almost encouraged to believe 
that the cost of living may fall a little. 

We expect, therefore, a long, slow 
downward swing in commodity prices, 
probably lasting for many years. It will 
naturally be interrupted by many rallies 
and will be affected by the more or less 
regular swing of the minor cycle. We do 
not believe that the decline will be sharp 
enough at present to bring any acute busi- 
ness depression. There will probably be 
some slowing down in trade during the 
remainder of 1920, but the year as a whole 
should pass into histofy as one of active 
business. 

The general policy of business men now 
should be a reduction of inventories and 
stocks of goods and materials on hand. 
There may be some exceptions in special 
lines, but our view is that these should 
be few. It is difficult for one line of busi- 
ness to make much headway toward ex- 
pansion against a broad general trend in 
the opposite direction. 


Still Rising 


Our index of corporation credit, or av- 
erage bond yields, reflects a slight im- 
provement in the bond market, which is 
not surprising in view of the extremely 
low level of bond prices. At the same 
time it is not possible to say certainly 
that the turn in the long swing of bond 
prices has come. The money market is 
naturally the strongest immediate influ- 
ence on bond prices, and it is quite prob- 
able that money rates will remain at or 
near their present level during most of 
this year. 

The crop-moving requirements this fall 
might even give us rates a little higher 
still. But the seasonal changes in money 
rates are much less emphatic under the 
control of the Federal Board than they 
were under our former system of bank- 
ing, and bankers generally have been 
urged to make every possible preparation 
to finance the fall business. For these 
reasons we do not expect any serious 
money pinch. Wall Street, where tight 
money is most apt to occur, is already li- 
quidated to a considerabie extent, so that 
whatever money strain may arise is pretty 
sure to result from business rather than 
speculative causes. 

The continued rise of U. S. Steel’s un- 
filled orders is partly due to the traffic 
congestion, which has made it difficult to 
move outgoing products, and partly to the 
fact that this company has in many cases 
maintained lower prices than its competi- 
tors, so that it has got more than its 
natural share of forward business. The 
unfilled orders of the independents, which 
are not made public monthly, might even 
show some decrease. Nevertheless, the de- 
mand is sufficient to indicate good activ- 
ity for several months at any rate. 





The copper market shows practically 
no change, except that copper in second 
hands is easier compared with producers’ 
prices. A considerable remnant of the 
Government’s war copper still overhangs 
the market, making price advances diffi- 
cult. 

Coal production is below industrial re- 
quirements, being especially hampered by 
traffic congestion. Herculean efforts are 
being made by the railroads and the In- 
terstate Commerce Commission to get 
coal to moving faster. 

The trend of industrial stocks still ap- 
pears to be downward, which indicates a 
greater probability of business contraction 
than of expansion. 

Continued large exports are probable 
for the remainder of 1920. Over a long 
period we expect imports to grow in com- 
parison with exports, and therefore our 
“favorable” trade balance is likely to 
show a gradual shrinkage. But this will 
be a slow change and many irregularities 
will occur from month to month, depend- 
ent upon the conditions at the time, which 
it would be impossible to anticipate. 

The total of our foreign trade will 
probably never fall to pre-war levels. 
Our big business men and bankers have 
come to realize the necessity of develop- 
ing foreign markets and we have already 
made noticeable progress in that direction. 

The beginning of operations by the 
First Federal Foreign Banking Associa- 
tion is doubtless the forerunner of further 
developments in that field. The formation 
of Edge Law Corporations has so far 
been handicapped by high money rates, 
but in time this difficulty will become less 
formidable. 
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The above graph shows the changes in the interest return obtainable on high-grade investments. It is based on the yield (to matur- 
ity) of ten bonds which are so strongly secured that their price changes are due almost solely to changes in the general supply of 
capital as compared with the demand for capital. The graph is also an accurate index of the trend of high-grade bond prices re- 
versed. That is, prices rise in proportion to the fall in interest yield, or fall in proportion to the rise in interest yield. Any average 
of bond pricés (as distinguished from yields) is affected by the maturity dates of the bonds used. This element has been eliminated 
from the above graph in order to give an accurate reflection of the trend of the market for high-grade bonds. 
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A Possible Solution of F reight Congestion 


Greater speed and efficiency in the handling of freight would solve the 


lem of congestion, which is now ing 


all industry. The sponsors of the “Unit System,” briefly described in this article, claim to have a plan which will 
accomplish this. We have no iterest, direct or indirect, in the plan. We bring it to the attention of the roads ani 


business executives merely as a possible solution of t 


RANSPORTATION comprises cer- 

tain essentials; they are: road-beds, 

navigable waters, country highways, 
equipment, rolling stock and carriers, such 
as trucks, barges, etc. 

Up to the present, these have been con- 
sidered separate interests. Is it possible 
to co-ordinate them into one group or 
system, interwoven with each other, de- 
pendent one on the other, easily separable 
into component parts, yet in its entirety 
standing forth as one structure? 

In thus considering them, we grasp the 
subject of transportation as one act. The 
railroad carrier will*operate only as far as 
the rails will allow, even as the service 
of the barge or ship stops with the shore. 
The power driven truck is more flexible 
than the railroad carrier, for its use is not 
limited by rails; still, it will not float and 
its limit is the highroad. Hence, a 
method that will make 
the operation of trans- 
portation continuous, 
more like a bird on the 
wing, is surely welcome. 

In a railroad car, the 
car body or box is a con- 
tainer in which commodi- 
ties are placed for trans- 
portation. So is the body 
of the truck a container 
for the transportation of 
goods. The hold of a 
ship or barge is a con- 
tainer used in transporta- 
tion. Now, when the 
limit of the carrier is 
reached, exchange these 
various bodies or con- 
tainers and you have a 
solution that overcomes 
these limitations. A con- 
tainer is provided that is 
capable of such inter- 
change. This _inter- 
changeable container is 
the Trinity Freight Unit. It is the key 
to the unit system of freight transporta- 
tion, which makes it possible to co-or- 
dinate the railways, highways and water- 
ways. 

Freight now rolls in trains 9.03% of 
the time; it averages 11.29% in loading 
and 11.29% in unloading. 

Of the total car miles run by all freight 
trains in this country in the year 1919, 
only 67.5% of all cars were loaded. The 
net load averaged 27.8 tons. The car miles 
run per day were 21.5. 

It would have cost less, per unit of ex- 
pense to net revenue, to have hauled full 
capacity loads. Hence the railroads could 
have saved the difference. Operating ex- 
pense of all the roads in the year 1919 was 
roundly $4,000,000,000. With the average 
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kottom and box car. 


car, the 
full ca- 


lead last year at 27.8 tons per 
railroads could have saved, by 
pacity loading: 

In mileage, 2,000,000,000 miles. 

In handling, $300,000,000. 

In car numbers, 1,048,594,000 
of the cars operated. 


or 46% 


In the waste now going on in the cost 
of handling at terminals from actual oper- 
ations on a small scale there could have 
heen saved: 

In trackage at terminals, 21.4%. 

In labor at least 35.2%. 

Besides this, the average O. S, & D. 
claims are variously estimated at upwards 


of $35,000,000. This loss would be greatly 


THE TRINITY FREIGHT UNIT 


Capable of performing the service of the present flat car, gondola, drop 
Interchangeable and easily handled 


reduced by the unit system of handling 
freight. 

The average box car, as operated by the 
railroads today, with an average load of 
27.8 tons and a daily mileage of 21.5, is 
low in efficiency. It must make way for 
better service and more efficient methods. 
This better service can be rendered by the 
ordinary flat car. 

This flat car is nothing more than a 
set of trucks upon which a suitable plat- 
form is mounted. This unit flat car will 
perform the service of the present flat car, 
gondola, drop bottom car, tank car and 
the service of the present box car. In 
serving as a box car, interchangeable unit 
containers are suitably mounted on it and 
lecked in place. 

Thus the first cost of a universal car is 
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problem of freight congestion. 


The cost of the upper 
structure or box is transferred to the 
interchangeable unit container. This is 
placing .the cost where it belongs. For 
the interchangeable: unit container, serv- 
ing as the enveloping guard for the com- 
modity, follows the commodity from ware- 
house to warehouse or from producer to 
consumer. Thus the flat car or universal 
car is ready to roll at all times and is the 
minimum investment for this service. It 
can go out in one class or with mixed 
freight. It can go as a flat, a box car, a 
tank car, or a combination of all. 

The interchangeable unit container used 
is adapted to requirements, The ten ton 
container is now used with success by the 
Government in the Warrior River Dis- 

trict. This container has doors on 

two sides; is built of steel, as all 
containers are, and -is_ inter- 
changeably loaded on cars 

or barges by cranes. 
The two and one-half- 
ton container, however, 
will be more popular 
than the larger unit. 

Twenty of these make 

up a car of fifty tons’ 

capacity. These con- 
tainers for package 
freight are locked with 
triple locks. It requires 
three operations to open 
the doors. Where used 
for bulk freight, they 
have drop bottoms and 
are loaded from the top. 
For liquids, tank units 
are used. The flat car 
is arranged so that all 
of the different sizes and 
types of containers can 
be interchangeably locked 
in place on the platform. 
Thus a car will com- 
prise five ten-ton units, 
twenty-two and one-half ton units, 
twenty tank units, or it can be made up 
éf ten-ton, two and one-half ton and tank 
units interchangeably mingled. 

In placing the units on the car or taking 
them off, a crane or monorail is used. 
Where this equipment is not practical, a 
truck crane takes them off or puts them 
on. On arrival of the loaded car at 
destination, the unit is either placed in the 
warehouse, on’a barge or ship or on a 
motor truck. By use of the truck a through 
bill of lading can be issued to towns 50 
miles distant from railroad or river. 

The advocates of separate interchange- 
able unit containers are growing daily. 
The facility with which the motor truck 
delivers its freight, the demands for the 

(Continued on page 263) 


kept at a minimum. 
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Rail Tie-Up Far From Being Solved 


Six: Million Bushels of Excess Wheat Lying in Kansas City Elevators—Banks Unable to 
Liquidate Thirty Millions in Loans — High Grain 
By H. L. NICOLET, Kansas City 


ORTY per cent of this year’s winter 
wheat crop will be produced in four 
states—Kansas, Nebraska, Oklahoma 

and Missouri, and in a good deal of this 
area many country elevators and mills are 
now full of wheat from the 1919 crop, 
that cannot be moved to market because 
of the shortage of cars. How is the new 
crop to be moved under such circum- 
stances? That is a question which is 
troubling bankers, grain dealers, millers 
and farmers in this part of the country. 

Last year the railroads brought 10,253 
cars of wheat into Kansas City in July 
and 14,012 cars in September. They were 
able to haul only 3,000 cars last month, 
although country shippers were-clamoring 
all through the month for cars. 


Elevators Packed on Eve of New Crops 


Kansas City elevators contain 6% mil- 
lion bushels of wheat, which is 6 million 
bushels more than they should have on 
the eve of a new crop movement. Wheat 
harvest has begun in Cklahoma, and will 
be started in Kansas within two weeks. 

In both states, and also in Nebraska, it 
is customary to thrash and market wheat 
as fast as country elevators can take it, 
and ship it to market. Therefore, regard- 
less of the size of the crop the railroads 
always have a demand for all the cars 
they can supply for the first three months 
of the crop year. 

Grain men say they can see little hope 
of anything like a normal movement of the 
new crop. Government estimate credits 
Kansas with 109,000,000 bushels. Nebras- 
ka 50,000,000, Oklahoma 34,000,000. Grain 
men believe the outturn in all three states 
will exceed the estimate. The crop is not 
as big as last year but it is large enough 
to make a wheat movement in the next 
three months far in excess of the capacity 
of railroads to haul it. 

The car shortage will have the effect 
of forcing farmers to hold wheat when 
they want to sell it, and of limiting sup- 
plies at terminal markets, resulting in a 
wider margin between the price the far- 
mer gets and the prices the consumers pay 
—an uneconomic condition and one likely 
to greatly increase the dissatisfaction of 
producers. 

This situation as to the marketing of 
wheat illustrates the difficulties confront- 
ing trade and industry all over the United 
States as a result of the inadequate trans- 
portation facilities. 


Freight Congestion to Continue 


It is a mistake, of course, to assume 
that there has been anything like a break- 
down in railroad service. The transporta- 
tion companies are handling a large vol- 
ume of business. They have, in fact, 


moved more wheat and flour in Kansas. 


during the past six weeks than ever be- 
fore at this season of the year and re- 


ports of large increases in railroad gross flour. 


for JUNE 26, 1920 


revenues for May show that the freight 
movement nearly everywhere has been 
large. But it has not been equal to the 
demands of the country, and there is no 
likelihood that the railroads will be able 
to supply all the cars needed for many 
months to come. 

Despite the shortage of cars, which has 
been a constant source of worry for 
months past, the flour mills have 
able to keep going with a larger produc- 
tion than last year. 
mills in Kansas and Kansas City produced 
about 40 per cent more flour than in the 
corresponding month last year. Mills east 
of here, however, have been running con- 
siderably short of last year’s record be- 
cause of the difficulty of getting wheat 
hauled to them from the west. 

It is not alone a question of marketing 
products. It is also a question of strained 
credits. In Kansas City and surrounding 
territory there are more than 20,000,000 
bushels of wheat in elevators which would 
have been moved out if cars were obtain- 
able. Banks have probably $30,000,000 
or more loaned on this wheat 
these loans would have been liquidated 
long ago if cars could have been obtained 
to move the grain. 

The inadequate transportation facilities 
have had another important effect: they 
have caused a higher level of prices for 
grain at terminal markets than would 
have prevailed under normal conditions. 
Corn at $1.80 and $2.00 a bushel, and 
wheat at $2.80 and $3.00—it has been still 
higher than these figures in the past few 
months—are probably 50 cents higher than 
they would be if cars could be obtained 
for a normal movement from the country. 
For six months the movement from the 
farms has been restricted by shortage of 
cars. The country raised a large crop of 
corn last year. The fact that corn for 
May delivery sold as low as $1.20 a bushel 
in Chicago last October shows what the 
grain trade expected from the liberal pro- 
portions of the 1919 crop. The shortage 
of cars has kept the corn receipts at ter- 
minal markets down to bare current re- 
quirements and the result was that the 
May delivery price reached $1.90 last 
month. 

There have been many cases in the past 
few months of large mills owning wheat 
in various positions where it was not 
available for grinding because of car 
shortage, and they were forced to buy on 
the market at prices far above the cost of 
their unavailable wheat. This situation 
has kept prices of wheat and flour at 
abnormally high levels. ; 
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and 


Car Shortage Keeps Consumer Prices Up 


There is no question that car scarcity 
has been an important factor in keeping 
prices up in consuming markets for many 
commodities as well as for grain and 
The situation in the grain markets 


In May the leading- 


Prices at Terminals 


has been duplicated to some extent in 
other articles. The movement of potatoes 
has been restricted by car shortage, keep- 
ing prices up at consuming centers, and 
in the case of minor farm products there 
has been a similar lack of adequate dis- 
tribution. 

The principal reason for the situation, 
of course, is the fact that for four years 
the railroads, because of impaired credit, 
have been unable or unwilling to add nor- 
mal supplies of cars to their equipment. 
Conditions were greatly aggravated by the 
“outlaw” switchmen’s strike, from which 
the railroads have not fully recovered, 
because many of the strikers failed to go 
back to work and a sufficient number of 
new men could obtained to take 
their places. 

In the west the transportation difficul- 
ties are not due to congestion. Terminal 
and division centers are comparatively 
clear. There is little delay in moving 
cars; the- difficulty is in getting enough 
cars to supply the demand. There has 
been every inducement to move freight 
promptly. Dealers were interested in has- 
tening delivery because high prices mean 
large sums of money tied up and all mer- 
chants are anxious to get their money 
promptly out of commodities in process 
of marketing. The railroads have kept 
cars moving and for some months past 
there has been no car congestion in the 
west. 

The situation, however, is aggravated by 
congestion at seaboard terminals. Loaded 
cars get to export shipping points and are 
delayed there. At Galveston recently 
4,700 loaded grain cars were awaiting op- 
portunity to unload. The elevators were 
full—and still are—and ships are not sup- 
plied fast enough to keep the grain mov- 
ing. 


not be 


Car Allotments Help Little 

Recent efforts, ‘under orders of the In- 
terstate Commerce Commission, to obtain 
a better distribution of cars by emergency 
transfer of equipment from the west to 
the east, have met with little success and 
the big wheat producing areas are enter- 
ing the new crop year with prospects of 
indefinite prolongation of an obstructed 
movement of grain to market, and con- 
tinued strain on bank credits because 
many thousands of producers will be 
unable to turn their grain into money 
without long delay. 


COLOMBIA RICH IN MINERAL 

It is claimed by some authorities that 
the republic of Colombia, S. A., is the 
richest political division of the earth's 
surface as far as mineral is concerned. 
That country has long been a great pro- 
ducer of gold and silver, and the pro- 
duction of platinum is increasing steadily. 
The platinum is said to be purer than the 
Russian metal.—Southwestern Magazine. 
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What Thinking Men Are Saying “ 


Financial Situation Held to Be Sound—Otto H. Kahn Urges Co-operation Between All 
Classes—Railroad Outlook Improving 


TEAM-WORK THE GREATEST NEED 
OF MODERN TIMES 


Otto H. Kahn Urges Public, Labor and 
t Business to “Get Together” 


“The period into which the world is 
about to enter will be governed mainly by 
economic problems of which social prob- 
lems form a part. In the peaceful but 
strenuous commercial strife which will 
follow the settlement of the world war in 
arms, that nation will win the price of the 
most abundant and best remunerated em- 
ployment for its people and the greatest 
progress and prosperity, which will know 
best how to adjust its affairs so as to 
strike the right balance between on the 
one hand the requirements of economics, 
the promotion of trade and the stimulation 
of enterprise and, on the other hand, the 
dictates of social justice and the welfare 
and contentment of the masses of the 
people. 

“Tf business pulls one way, labor another, 
farmers a third, and politics a fourth, the 
result is much waste motion and lost ef- 
fort and an impairment of our national 
effectiveness. It is to be hoped that in the 
days before us, public opinion having 
rightly informed itself on the needs and 
means, will come to exact and bring about 
a much greater degree of team work than 
heretofore in the pursuit of the essentials 
of our national economic purposes, for the 
good of all.” 





TRADE ACCEPTANCES BY FAR BEST 
COLLECTION INSTRUMENT 


National Association of Credit Men En- 
dorses Their Use 

“The trade acceptance should be used 
more widely in credit granting. Its abili- 
ties to liquefy credits and to stabilize them 
are beyond dispute. There is plenty of 
testimony from users of the trade accept- 
ance as to its powers in these directions 
and particularly as to its value in the con- 
version of indifferent and slow debtors to 
prompt payers and frequently discounters. 

“As a collection instrument nothing bet- 
ter was ever devised than the trade ac- 
ceptance, and it is the sincere belief of 
your committee that the association can 
continue to lend its best efforts to a wider 
appreciation of the virtue and powers of 
this instrument and indicate how valuable 
it would prove were we conducting a 
larger share of our credit transactions 
with a written acknowledgment of the 
obligation rather than a merely informal 
record of the account.” 





BASIC ECONOMIC CONDITIONS IN 
U. 8. ARE SOUND 
President Festus J. Wade, Mercantile Trust 
of St. Louis, Is Optimistic 


“The economic conditions of the United © 


States are sound to the core. High rates 
of money are sure to continue for the bal- 
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ance of the year to curtail the expansion 
of any new industries needing new fixed 
capital to be invested in fixed assets. As 
far as it may be necessary, there will 
always be ample credit for the develop- 
ment of great resources. 

“Deflation has started in and is going 
on quietly, gradually and forcefully. The 
inflation of approximately $25,000,000,000 
caused by the various war issues, will re- 
quire several years to bring back the pre- 
war status.” 
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—Cleveland Plain Dealer 
It’s the Place to Detour 


EXTRAVAGANCE, NOT SAVING, WILL 
; CAUSE UNEMPLOYMENT 


Mechanics and Metals National Bank 
Analyzes Effects of Economy 


“It would never be more absurd than 
now to say that saving, by reducing the 
demand for certain goods, would throw 
men out of employment. It is a continua- 
tion of extravagant spending, as we have 
seen, that will be more likely to do that. 
Saving will merely prevent undue expan- 
sion of the less essential industries, and 
the excess saving will be available for in- 
vestment—for the extension of loans to 
rehabilitate Europe and as the sorely 
needed capital for our railroads and other 
vital industries, to build up their produc- 
tive capacity and to provide the country 
with an increased supply of essential 
goods.” 





RAILROADS HAVE EMERGED FROM 
PERIOD OF DOUBT 


Chairman Tollerton, C. R. I. & P. RR. 
Predicts Better Times for Roads 


“In many respects it may be truthfully 
said that we have emerged from a cloud 
of uncertainty, although many serious 
problems still remain unsolved. It seems 
to me that we are justified in viewing the 
future with a considerable degree of 
optimism. 





“It seems evident that there wiil be a 
greater and more insistent demand than 
ever now for railroad operation under 
conditions of maximum efficiency. This 
will apply particularly to those roads com- 
prising traffic groups where high rates are 
necessary to permit earnings of 5% per 
cent on property valuation, 

“When it is clearly realized by the gen- 
eral public and their representatives that 
the continued use of obsolete locomotives, 
antiquated terminals and _ out-of-date 
equipment, by any railroad or group of 
railroads, leads to a direct tax in the form 
of higher freight and passenger raises, 
means undoubtedly will be found to ~or- 
rect the situation.” 





INCREASE IN RESERVE BANK DIS- 
COUNT RATE WAS WELL ADVISED 


Paul M. Warburg Approves Stringent 


Curb on Non-essential Business 


“I believe increasing the discount rate 
of the Federal Reserve Bank in New 
York is well advised. It was an anomaly 
that the Federal Reserve Bank rate should 
have been lower than the actual rate for 
commercial paper established by the mar- 
ket and lower, as a matter of fact, than 
the ruling open market rate for bankers’ 
acceptances. 

“The increase does nothing but readjust 
the Federal Reserve Bank rates to already 
existing conditions. The sentimental in- 
fluence of this increase will be more im- 
portant than the actual effects. 

“Our raw materials must go forward to 
Europe, both for our own sake and the 
sake of Europe. Somehow or other, 
whether we like it or not, a large portion 
of the exports must be carried on credit at 
this time. 

“This is essential business, and we can- 
not do essential and non-essential busi- 
ness at the same time without getting into 
an overstrained banking condition. Unes- 
sential business cannot be curbed, as we 
have seen, by gentle admonitions. The 
seriousness of the situation has got to be 
driven into the minds of.,the people, if we 
want to bring to a iu this unbridled 
spirit of indiscriminate expansion and ex- 
travagance.” 





OIL INDUSTRY ‘NEEDS HELP IN 
FOREIGN FIELDS 


President O'Donnell, American Petroleum 
Institute, Urges Broader Policy 


“That Americans have not been permit- 
ted to en‘arge their program and insure 
the security of American petroleum re- 
quirements is due largely to the attitude of 
the American Government in not adopt- 
ing a progressive and far-sighted policy 
with regard to the legitimate and fruit- 
ful operations of its nationals under for- 
eign flags. 
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“It is clear that the present situation is 
one that cannot be left wholly to chance 
and that the Government of the United 
States must, as intimated by the President, 
regard the position of American oil com- 
panies abroad as of national concern. The 
American oil industry asks only the support 
of the nation in giving 1t an equal status, 
putting it upon an equal foot ng with the 
nationals of other countries in the develop- 
ment of the world’s petroleum resources— 
and it asks this in the interest of the na- 
tion.” 





CHINA CAN BECOME GREAT WITH 
AMERICAN CO-OPERATION 


Thomas W. Lamont Sees Chance to De- 
velop 400,000,000 People 

“The present Government at Peking, as 
every one knows, is weak and inefficient. 
Yet if the American people lend to the 
Chinese the counsel and the aid, material 
and spiritual, which thet Chinese are so 
longing for, and which they look to Amer- 
ica to give to them, we shall, I am confi- 
dent, witness in the coming years the de- 
velopment of a great and powerful nation 
there, a nation of 400,000,000 people, whose 
admiration and warm friendship the United 
States can, if we bestow proper thought 
and effort upon the matter, secure for all 
time to come.” 


TREASURY SITUATION SHOULD BE 
MET BY 5% REFUNDING BONDS 


Governor Edwards Suggests Way to Re- 
lieve Load on Treasury Certificates 


“The banks and the commercial credit 
situation need a relief which will not e- 
tail further expansion. The $3,000,000,000 
floating indebtedness of the Treasury needs 
funding. The $5,000,000,000 Victory obli- 
gation of 1923 needs removal to a more 
distant date of maturity. The Treasury 
needs a ‘house cleaning.’ 

“The situation in all its requirements 
can be met by the issue of a refunding 
bond at 5 per cent, with such maturity as 
may be agreed upon, carrying in itself 
such provision for further refunding as 
may be found advisable in order to enable 
the Government to take advantage of any 
future decline in interest rates and with 
the liberal tax exemption features now 
carried by the most favored 4% per cent 
Liberty bond. 

“This refunding issue would be used, 
first, to absorb the load now carried by 
the Treasury ce~*‘‘icates of indebtedness ; 
second, in prefere...e, for the absorption 
and removal from the national banks of 
the bonds now carried as collateral, and, 
third, for the relief and encouragement 
of the millions of small holders. I am one 
of the many who have found no satisfac- 
tion in the profit which the Treasury has 
derived in the purchase of its own securi- 
ties below par.” 





WIDESPREAD PURCHASE OF SECUR- 
ITY ISSUES BEST AID TO EUROPE 
Task of Reconstruction Abroad Demands 
Individual Action 
Referring to the importance of financing 
Europe, the committee on taxation of the 
National Association of Manufacturers 
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made the following report to the Asso- 
ciation’s recent convention: 

“In view of the large need for funds 
in developing our own sesources, and in 
view also of our relative ignorance of, 
and lack of interest in, foreign investment, 
the task ahead of us is one of no mean 
dimensions. But the task must be essayed, 
and every thoughtful and studious Amer- 
ican must contribute directly whatever he 
can, and he must assist indirectly by help- 
ing his compatriots understand the situ- 
ation. Voluminous and widespread pur- 
chase of foreign investment securities is- 
sued by such agencies as can command 
our confidence and which are concerned 
with the financing of needed exports to 
Europe offers the only sound and busi- 
nesslike method that contains any serious 
hope for the effective restoration of the 
European economic structure. The foreign 
exchange situation, to which so much 
attention has been given, is, after all, only 
a symptom of the underlying ailment.” 





PROBLEM OF FOREIGN TRADE WILL 


SOON BE PARAMOUNT 
President Farrell, of U. S. Steel Corp. 
Foresees Growing Importance of 
Foreign Sales 


“Imports pay for exports, and we have 
a huge balance of exports to be paid for. 
We have no longer a great annual inter- 
est bill to meet in London; that has been 
replaced by an interest bill twice as large 
to be met in this country. Necessarily, a 
large part of this bill will be met with 
goods, and those goods will come into a 

















—From the Rocky Mountain News 


Getting Restless 


market equipped industrially to produce 
much more than it can consume. There 
is, of course, always room for certain 
classes of imports; no country is capable 
of producing all that its people need and 
desire. We shall continue to sell large 
quantities of our products in the very 
countries of Europe which are deeply in- 
debted to us. We shall be confronted, in 
a quite unmistakable way, with the fact 
that we are able to produce more than 
we can sell at home. 

“We shall face, accordingly, such an 
urgency for foreign trade as we have 


never before experienced. For, either we 
shall find markets abroad for the surplus 
of our industrial productivity, or we shall 
cease to produce it, which is quite un- 
thinkable. That way lies stagnation, un- 
employment and business reverses.” 





PRESENT CRISIS DUE TO EXTREME 
PERSONAL EXTRAVAGANCE 


Exchange National Bank Emphasizes Im- 
portance of Savings 

“There can be very little question about 
the extent of the dependence of progress 
upon savings. We are already face to 
face with a crisis in the affairs of the 
country that is due almost wholly to our 
failure to put aside something from our 
income for ‘depreciation and improve- 
ments.’ Ever since the country emerged 
from the shadow of the war it has ap- 
peared to be reckless of everything per- 
taining to the future and intent alone 
upon shaking off the spiritual depression 
the war placed upon it.” 


CONTROL BY UNION LABOR ABUSE 
OF AMERICAN FREEDOM 


Eugene Lamb Richards Scores Undemo- 
cratic Practices 


“We fought for freedom, and here we 
are tied hand and foot by government 
license and control, and by tyrannical labor 
councils, We ought to be called the Un- 
ionized States of America. The world 
still has some respect for courage and 
character, even if their muscles don't 
bulge. It may have been the part of 
brawn to make the world safe for democ- 
racy, but at least it is up to courage and 
character to make America 
Americans. 

“While we are asking those in high 
places to say ‘no’ to the fads and fancies 
of labor socialism and internationalism, 
we must practice a great many ‘noes’ our- 
selves. We need not rush to the extreme 
of parsimony and peanuts. There is a lot 
of bunkum in wearing blue denim overalls 
and calico mother hubbards, but we can, 
1 am sure, be moderate in our expendi- 
tures—cut them down to reasonable nec- 
essaries and simple pleasures. We can be 
temperate in everything but work and pro- 
duction, and if there are enough of us 
doing these things, our example will soon 
carry from town to town and state 
state, till the right spirit and right prin- 
ciples spread from Maine to California.” 
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UNUSUAL INVESTMENT OPPORTU.- 
NITIES IN FOREIGN BONDS 
Jchn Farson Advises Investors to Take 
Advantage of Bargains 
“After every war, many large fortunes 
have been accumulated by far-sighted 
people who have purchased the properties 
and securities of defeated nations. Ger- 
man bonds are selling today at about one- 
tenth their normal value. Marks, which 
have a normal value of 23.8 cents, are sell- 

ing today around 2% cents each. 
“German cities have always paid their 
obligations and a purchaser of these se- 


* curities will probably realize, within a few 


years, a large profit on his purchase. The 
opportunities in Wall Street are plentiful 
for the man who looks ahead.” 
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America’s Opportunity in Scandinavia 


Limited Interest in Scandinavian Securities Due to Ignorance of Conditions—Sweden’s Rapid 


AINLY because of the paucity of 

knowledge concerning them, rela- 

tively little trading has been done 
in local markets in the securities of the 
Scandinavian countries, that is, the King- 
doms of Sweden, Norway and Denmark 
and the newly established Republic of 
Finland. 

The prevailing exchange situation be- 
tween these countries and the United 
States is deserving of attention. The 
dollar in Scandinavia is selling at almost 
one-half more than its normal value, while 
French, Italian and German moneys are 
far below their normal value. Articles 
which might be purchased in America by 
the Scandinavians, therefore, are so ex- 
pensive when compared with European 
goods as to render their acquisition al- 
most prohibitive. 

The same situation affects 
goods to the United States. 

That this gives European competitors 
a decided advantage over the United 
States goes without saying. Should the 
present exchange relations continue for 
any long period, foreign nations will be 


sales of 


Recovery from Effects of War 


By MAX WINKLER, Ph. D. 


One way of improving the exchange 
market is the purchase of foreign securi- 
ties. It is a practical way and -an easy 
one. Before undertaking it, however, the 
American investor should have more in- 
formation about the economic and indus- 
trial conditions existing in the countries 
whose securities he may wish to acquire, 
than has thus far been furnished him. 
The purpose of this article is to inform 
investors concerning countries which are 
now but vaguely, if at all, understood and 
which deserve more than passing consid- 
eration. , 


Sweden’s Growth 


The Kingdom of Sweden comprises the 
eastern and larger part of the Scandina- 
vian Peninsula, which embraces a total 
area of 297,000 miles, thus being only a 


_little smaller than the thirteen original 


states of the Union. It has a population 
of approximately 6,000,000. Although the 
country maintained a policy of strict neu- 
trality during the war, it was seriously 
affected by it none the less. However, it 
is speedily recovering and is gradually 








TABLE I.—SCANDINAVIA’S TRADE WITH THE UNITED STATES (1910-1919), 
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TABLE II.—DEVELOPMENT OF FINLAND'S PAPER INDUSTRY (1890-1915). 


Number of 
laborers 
300 


Number of 


220,569 
241,915 


Mechanical pulp Chemical pulp 
(in tons) 


Paper Total per 
(in tons) 
15,288 
24,122 
49,831 
‘77,695 
175,945 
158,230 
167,138 
184,780 
180,135 
204,903 


(in tons) 
5,881 








enabled to build strong commercial ad- 
vantages over us. In fact, it may be 
said that one of the most important prob- 
lems for American business to solve is 
the exchange situation as it now exists. 
The remedy should, moreover, be ap- 
plied at once before our foreign trade is 
seriously involved. 
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returning to its pre-war condition. The 
remarkable growth of the Kingdom is 
best evidenced by the steady decline in 
exports (see accompanying table) and 
the relative reduction in the unfavorable 
balance of trade. Trade relations with the 
United States should be further facilitated 
after arrangements have been completed 


by a Swedish committee which recently 
visited the United States, for the instal- 
lation of a new wireless system between 
the two countries. 

The country is half covered with for- 
ests; only 7% of the land is tilled. Swe- 
den is especially rich in iron ore, some 
of which is regarded as the finest in the 
world, being “almost entirely free from 
pkosphorus (only .05% or less). Zinc, 
copper and silver are also found in ap- 
preciable quantities. The amount of coal 
produced annually is comparatively small. 
The main industries are pulp and paper, 
brewing and distilling, manufacturing of 
matches, and chemical and iron works. 
Timber, iron, steel, wood pulp, dairy 
products, matches, and zinc ore constitute 
the principal articles of export. 

An important source of revenue out- 
side of the many state monopolies (in- 
cluding tobacco) which yield the govern- 
ment very substantial sums, is the sugar 
industry. The latter has always been a 
considerable source of profit to the 
country, but is expected to reach a high 
record this year, in view of the increase 
in acreage under cultivation and the 
marked advance in the price. The total 
amount of land planted aggregates ap- 
proximately 85,000 acres with a total pro- 
duction of about 1,400,000 tons. As the 
average yearly consumption of sugar per 
capita amounts to 69 Ibs., the country will 
have an appreciable surplus for exporta- 
tion into the neighboring countries, espe- 
cially Norway and Finland. 

Although the production of oil in Swe- 
den is nothing to speak of (recent discov- 
ery of oil fields in the north of the coun- 
try has not yet proved important), the 
country is expected’to profit substantially 
from the importation and distribution of 
petroleum products, especially fuel oil. 
To facilitate transactions, a corporation 
was formed with an original capital of 
8,000,000 crowns for the purpose of build- 
ing fuel oil bunker stations and minor 
storing stations for local use in the fishery 
and other industries, and also for the 
erection of tanks on the Swedish coast. 

Of very considerable importance is the 
fishing and canning industry in which 
Sweden ranks among the first of the 
European countries. It is among the main 
sources of income and enables a very 
large part of the country’s population to 
earn a living. The annual amount shipped 
to foreign countries is steadily increasing. 
There. seems little doubt as to the safety 
of Swedish government and municipal 
loans, especially the External 6s which 
are traded in somewhat actively in our 
markets. The favorable financial posi- 
tion of the country, the steady reduction 
in the unfavorable balance of trade are 
sufficient guarantee of the payment of 
both principal and interest and ought to 
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bring about a substantial market apprecia- 
tion before long. 

The Kingdom of Norway, indepen- 
pendent of Sweden since 1905, occu- 
pies the western and smaller part of 
the Scandinavian peninsula, and covers 
an area of 124,675 square miles with a 
population of more than 2,500,000. The 
principal source of the country’s wealth 
is constituted by the fishing, lumbering 
and shipping industries. Norway pro- 
duces silver, copper and iron, the latter 
in large quantities. Among the main ar- 
ticles exported are timber, matches, fish 
oil, skins and furs, and canned goods, 
which find their way mainly to Great 
Britain and the United States. In re- 
cent years considerable progress was made 
in the development of the hydro-electrical, 
the chemical and the electro-metallurgical 
industries. 

Owing to the great demand and high 
prices paid for Norway's products and 
the consequent disposal of large stocks in 
which large sums had been tied up, as 
well as to the payment of dollar and 
sterling debts to the country, at the pre- 
vailing rate of exchange; and also owing 
to the sale of securities held in foreign 
countries whose exchanges are at a pre- 
mium, the Norwegian money market has 
considerably improved. This is clearly 
evidenced by the reduction of the note 
circulation by approximately 62,000,000 
crowns since December, 1919. 

A point which American capitalists 
that are about to invest in Norway or 
have already done so, and buyers of Nor- 
wegian securities (especially the 1916 loan 
which is traded in actively in our mar- 
kets) must bear in mind, is the transition 
of Norway from a debtor nation before 
the war to a creditor nation. Says Mr. 
Mjelde in his The New Europe: “For- 
eign interests in Norwegian industries 
were during the war taken over almost 
entirely by Norwegian capital. A con- 
siderable part of Norwegian securities for 
loans abroad to the government and to 
municipalities was bought by Norwegian 
capitalists and Norway’s debt to foreign 
nations thus diminished. Moreover, Nor- 
wegian banks were able to grant loans to 
foreign countries, e. g., Great Britain and 
France. 

Danish Securities Sound 

Although the Kingdom of Denmark in 
its present form is but a mere shadow of 
the former grandeur under Canute the 
Great when it ruled over England and 
Denmark and Norway, or under the 
Waldemar the Victorious when the boun- 
dary lines of the Danish Empire extended 
as far as Esthonia, and when the Baltic 
was a Danish sea, the country none the 
less offers many an opportunity to Amer- 
ican capital and American investors. 

Denmark is chiefly a grain producing 
country. Until 1880 it produced sufficient 
quantities for home consumption and was 
also able to export large amounts, At 
present, hqwever, the country is obliged 
to import wheat from abroad, to the ex- 
tent of approximately $25,000,000 per an- 
num. Denmark’s principal industry is 
dairy produce from which a large part of 
the population is earning a livelihood. 
The main export port is Copenhagen, the 
capital of Denmark, which has also been 
the center of the internationally known 


for JUNE 26, 1920 


Danish porcelain industry since 1760. The 
opening of the Kiel Canal has lessened 
considerably the importance of the Danish 
capital which still does a substantial trade 
with the neighboring and also transatlan- 
tic countries. The pronounced reduction 
in the unfavorable balance of trade is suf- 
ficient proof for the safety of Danish gov- 
ernment and municipal securities. Among 


them, the $15,000,000 loan, issued July 1, 
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such advertisements in the dailies as ‘Her- 
ring exchanged for potato meal,’ and 
‘How many cigarettes for a pair of rub- 
bers?’” 

Disturbed labor conditions, lack of 
horses caused by the civil war, heavy and 
continuous rains at the end of the sum- 
mer, lack of fertilizers, scant supply of 
agricultural machines, and shortage of la- 
bor caused by the absence of many young 
ESL ren 
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COPENHAGEN THE MAIN EXPORT PORT OF DENMARK 


Has been the center of the internationally known Danish Porcelain Industry 
since the year 1760 


1919, in this country, is perhaps best 
known to the American investor. The 
Copenhagen bonds are traded in quite 
actively and the present price. ought to 
prove attractive as it offers good possi- 
bilities for considerable market apprecia- 
tion. This is especially true, if one bears 
in mind the growing tendency of the coun- 
try toward a decrease in imports. After 
the conclusion of hostilities, Denmark’s 
imports showed a rising tendency and 
caused considerable alarm among Danish 
economists, without reason, however. For 
the steady increase of imports, following 
the armistice was only a natural result 
of the exhaustive war years. This was 
evidenced by the decline in the second 
half of 1919. July and August showed a 
falling off from preceding months, and 
imports in September amounted to only 
170,600,000 crowns as compared with 252,- 
600,000 crowns for August. Thus with 
improved labor conditions, the prospects 
for increased home production and a fa- 
vorable trade balance are favorable. 


Finland’s Progress 


In December, 1917, Finland, which had 
been a part of Imperial Russia, pro- 
claimed its independence, and has been 
recognized by a number of countries, in- 
cluding the United States. In view of 
the considerable decline of the Finnish 
mark, the natural resources of Finland 
ought to tempt American capital, par- 
ticularly since other countries especially 
England are using the prevailing condi- 
tions to their great advantage. 

The U. S. Diplomatic Commissioner to 
Finland, Thornwell Hayes, gives a graphic 
account of conditions prevailing during 
and immediately after the revolution 
(1916, 1917 and 1918). Says the Com- 
missioner: “For Finland the year 1918 
began, as 1917 had ended, with a depletion 
of all necessities, birch-bark and sawdust 
bread, deaths from hunger, cessation of 
all commerce, paralyzed industries; and 


men in the military service, all these fac- 
tors resulted in a very small crop for 1918 
as compared with 1914, causing unspeak- 
able suffering to one of the most ancient 
nations of the globe. 

However, conditions are very 
greatly improved. The value of imports 
for the first 10 months of 1919 
a marked increase over previous 
and although exports, too, show a 
stantial advance the outlook for 
future of Finland appears to be fair 

The principal wealth of the country is 
in the forests from which come timber, 
wood pulp, paper, agricultural products, 
water power, fish, granite and building 
materials, Of the total area of Finland, 
more than one-half is covered with for- 
ests, the principal trees being pine, spruce 
and birch. The unprecedented shortage 
of all classes of paper, the prospects for 
Finnish wood-pulp markets appear very 
bright. Everything points to a great de- 
mand for print paper and thus for wood 
pulp, its chief ingredient. Until fhe dis- 
organization caused by the Great War, 
there has never been a superabundance 
of pulp. Production had managed only 
to keep abreast of consumption. We have 
therefore every reason to look forward to 
prosperous times for the pulp mills of 
Scandinavia and Finland. The accom- 
panying table exhibits clearly the gradual 
development ‘of the Finnish paper industry 
for the period of .1890-1915.- The last 
column of the table is very significant. 
It shows the steady increase in the tofal 
output per laborer, from 13.75 Ibs. in 1890 
to 56.98 Ibs. in 1915, an increase of more 
than 300%. 

Another important factor is the coun- 
try’s national wealth. A careful inventory 
shows a total value of $694,927,850, against 
total liabilities aggregating $254,736,672 
which latter figure includes the recent 
government loan of 350,000,000 marks, 
nominal value. Thus, there is left a 
favorable balance of $440,191,178. 
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Why Low Rate, Long Term Bonds Are Best 


They. Will Show Greater Advances If the General Interest Rate on Capital Declines 


LARGE number of high-grade 7% 

10- and 15-year railroad issues have 

recently been offered. Do they af- 
ford better investments than some of the 
older and lower-rate bonds, security and 
other factors being equal ? 
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It is well in this connection to remem- 
ber one thing, viz.: the interests of bor- 
rower and lender to a certain degree are 
always opposed. 

The principle that an investor shou!d 
buy short-term notes during periods of 
low money and long-term bonds during 
periods of high money is too well recog- 
nized to need emphasis. The trouble in 
observing the principle is that new emis- 
sions of long-term bonds are always few 
during periods of high money, and short- 
term notes are scarce during periods of 
low money, since the borrowers, who are 
conserving their own interests, are re- 
sponsible for the duration of the loans. 

Investors always have the option of 
buying long or short-term securities, but 
they are disposed to buy those that are 
brought prominently to their notice—the 
new issues—and overlook those that are 
digested and inactive—the old issues. 

There is another principle, not so well 
recognized, but equally dependable, that 
should be observed in the selection of in- 
vestments—the principle that high rate 
bonds should be purchased against a pos- 
sible decline and low rate bonds for a 
prospective advance. 

While an immediate advance in bond 
prices cannot be predicted—indeed, there 
are perhaps indications that bonds may 
work slightly lower before the end of the 
year—opinion is pretty well agreed that 
bonds will sell a great deal higher meas- 
ured over a period of four, five or six 
years. 

In commenting on investment condi- 
tions, several writers have attempted to 
draw an analogy between the present 
time and the period immediately follow- 
ing the Civil War. About the only anal- 
ogous factors are the wars and the large 
national debts resulting from them. The 
United States emerged from the Civil 
War a debtor on international balances; 
from the World War, a large creditor. 
The years following the Civil War were 
a period of great industrial expansion 
financed by Europe. Nothing of this 
sort, especially the financing, can be ex- 
pected at present. This country was vir- 
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By G. H. STEVENS 


tually on a paper basis for many years 
following the Civil War. 

If one wants an analogy, the position 
of the United States following the Civil 
War was more nearly comparable with 
that of some of the European belligerents 
at present, except that they have not the 
great undeveloped resources. 


What to Expect 

Indeed, if one insists on assuming that 
the two periods are closely comparable, 
there is no immediate hope for an ad- 
vance in bond prices, because a number of 
high-grade railroad bonds sold, as late 
as 1873, eight years after the close of the 
Civil War, to yield over 7%. By 1881, 
these same issues had reached a 54% 
basis. 

As long as the national debt remains 
anywhere near its present volume, with 
the rate of taxation as high, as it must 
be in order to meet interest and sinking 
fund, there is no hope of easy money as 
measured by the period from 1899 to 
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1902, when high-grade railroad bonds sold 
on a 34% basis. There is, however, rea- 
son to expect, beginning not later than 
1921, a gradual recession in interest rates 
and a corresponding advance in bond 
prices, accompanying a gradual reduction 
in Government loans. 
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For the purpose of illustrating the prin- 
ciples stated, I have arbitrarily assumed 
that the 7% bonds now being offered, 
together with lower-rate bonds of simi- 
lar security and duration, will have re- 
covered to a 5% basis by 1925. This is 
not a prediction. The principles would 
work out just the same if the recovery 
should be to a 434% or 5%4% basis. 

Most of the 7% equipment trusts being 
offered have serial maturities running 
from one to ten years, one to fifteen 
years, and in some instances from four 
to fifteen years. Most of the collateral 


trust notes run either ten years or fif- 
teen years, and in all cases but one are 
non-callable. 

If one assumes that there is to be any 
improvement in bond prices in the next 
five years, the advantage of a fifteen year 
over a ten year bond or certificate is 
manifest from a comparison of Graph I 
and Graph II. A ten year 7% note issued 
in 1920, and maturing in 1930, on a 5% 
basis in 1925, would be selling at about 
108%. A fifteen year 7% note issued in 
the same year and maturing in 1935, on a 


*5% basis in 1925, would be selling at 


115%. Assuming the two notes were sold 
in 1925, the net return prorated over the 
five year period on the ten year note 
would be roughly 8.4%, and on the fif- 
teen year note about 9.6%. This is sim- 
ply the result of adding one-fifth of the 
profit to the interest rate (the bonds hav- 
ing been bought at par), with a dis- 
count allowance due to the fact that the 
profit is not obtained until the end of the 
five-year period. 
Difference in Price 

In the present market, the longer term 
notes, security and other factors being 
equal, are selling higher, the premium in 
some instances amounting to 1%. If, 
however, prices are likely to recover at 
the rate,assumed in the graphs, it is clear 
that a fifteen-year note purchased at 101 
will show a greater return than a ten- 
year note purchased at par. 

Returning to the principle that a low 
rate bond should be purchased for an 
advance in preference to a high rate bond, 
reference is made to Graph I. A 4% 
ten-year bond, selling on a 7% basis, 
would be priced at 78.68. If the same 
bond recovered to a 5% basis by 1925, it 
would be selling at 95.62. The flat re- 
turn on the cost price would be 5.09%, 
and the prorated profit (adjusted) would 
be about 2.9 points, equal to 3.7% on the 
cost price, or a total of about 88%, com- 
pared with 8.4% for the 7% bond sold in 
1925. 

The same principle is applied in Graph 
II to two fifteen year bonds. A 4% fif- 
teen year bond, selling on a 7% basis, 
would be priced at about 72. If the bond 
recovered to a 5% basis by 1925, it would 
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be selling at 92. The flat return on the 

cost price would be 5.55%, and the pro- 

rated profit (adjusted) would be 3.7 
(Continued on page 265) 
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Striking Yields on Liberty Bonds | 


Since They Are Likely to Be Refunded at Redeemable Dates, Probable Interest Yields Are 
Much Higher Than They Appear 


ERHAPS nothing in human affairs 

can be set down as certain, but profits 

in Liberty Bonds rank with death 
and taxes in their exceedingly high per 
cent. of probability. 

This phase of the Liberty Bond situa- 
tion was covered in an article on page 
796 of our April 3rd issue and the graph 
which accompanied it. My object in the 
present article is to place more emphasis 
on the interest yields from these bonds. 

If in June, 1914, anybody had predicted 
that U. S. bonds would, within six years, 
sell to yield 6%, with a strong proba- 
bility of redemption at a date that would 
make the yield 7%, he would have been 
looked upon as a candidate for an insane 
asylum. Yet exactly that condition of af- 
fairs has now arrived. 

When a bond sells below par, it is the 
custom to figure the yield on the basis 
of its latest possible maturity; and when 
the bond sells above par, the yield is 
figured on its earliest possible maturity 
—that is, the investor always counts on 
the smallest yield that he may realize by 
holding the bond. 

Following this custom, yields on the 
Liberties are now based on their final ma- 
turity. But this is against the real proba- 
bility. If these bonds are selling above 
par at their earliest redemption dates they 
will be paid off and refunded. In other 
words, if the credit of the United States 
is on a lower than 44% basis in 1927, 
the Second converted 4%s (see table) 
will be paid then. Similarly, in 1932 the 
First converted 4%s and First 3%s would 
be paid off, and in 1933 the Fourth 4%s. 


U. S. Credit in 7 Years 


Even the seven years to 1927 gives 
time for a great change in the general 
credit situation, and the twelve vears to 
1932 will almost certainly bring U. S. 
credit to a lower than 4%4% hasis. That 
means that the buyer of the Second 4%s 
at current prices is likely to get a real 
yield of 7%, and the investor in the First 
4Y%4s and the Fourth 4%s will be prac- 
tically sure of a yield around 5.9%. The 
real yield on the tax-free First 3%s is 
nearly 442%. 

The Third 4%4s have no optional ma- 
turity, so the yield on those is definite at 
6%. On the other hand, because of short 
maturity, their possibilities of a rise in 
price are reduced, on the principle that 
the longer maturities will have the widest 
price changes,-selling farther below par 
now and rising farther above par as U. S. 
credit improves, 

The term “U. S. credit” is not-strictly 
accurate, although it serves the purpose. 
There is, of course, nothing the matter 
with the credit of this country. From 
what we might call the moral standpoint, 
it is just as good today as it was in 1913. 
The whole question is one of supply and 
demand. The tremendous increase in our 


tor JUNE 26, 1920 


By G. C. SELDEN 


Government credit obligations outstand- 
ing has multiplied the supply, while the 
demand has fallen off because of the gen- 
eral scarcity of capital. ' 

The trend in this respect will soon be 
reversed. The sinking fund will grad- 
ually reduce the number of bonds out- 
standing, and capital will soon begin to 
accumulate again, as it always does after 
a period of scarcity. 

My own belief is that the Second 4%4s 
will be paid off in 1927. If so, their cur- 
rent price means a yield of 7%. Evi- 
dently the majority of investors either 
do not agree with my view, or do not 
stop to figure the matter out, otherwise 
the Second 4%s would sell higher in 
comparison with the other Liberties. 


Which Is the Best Liberty? 

For the average investor, whose in- 
come tax is not excessive, the choice in 
the Liberties seems to lie between the 
Second 4%s and the Fourth 4%s, which 
are now selling at about the same price 





SOME STRIKING LIBERTY BOND YIELDS. 
Yields to 
A... 





Current Optional Final 

Price Maturity Maturity 

First 3%s, 1982-47....... 91.90 4.45% 4.00% 
First 4%4s (conv), 1932-47. 85.70 5,95 5.25 
Second 4448 (conv), 1927-42 £5.00 7.00 5.45 
Third 4%s, 1928 5 am 6.00 

Fourth 44s, 1933-38 5.85 5.50 





and have nearly the same yield to final 
maturity in 1942 and 1938, respectively. 

The Fourth 4%s have six years more 
to run before they can be retired and re- 
funded, and therefore are likely to sell 
higher than the Second when both is- 
sues get above par. For example, sup- 
pose that U. S. credit is on a 4% basis 
in 1927. The Second 4%s would sell 
close to par, because under those condi- 
tions they would be paid off and refunded 
in that year. The Fourth 4%s would 
then sell at about 101%, so that the seller 
would get a profit of 1% points to add 
to his annual yield of 5.85%—assuming 
that he had bought at present prices. 

On this assumption the Second 44s 
would now be much the better, having a 
yield of 7% to their optional maturity. 
In fact, the Fourth would have to sell 
close to 110 in 1927 before the profit 
would bring their average yield up to 
equal the 7% yield on the Second—a 
price which would be impossible. 

This seems to me to be a case where 
investors are allowing themselves to 
project the present into the future, in- 
stead of trying to make a reasonable esti- 
mate as to what the future may bring 
forth. They are not giving the good old 
U. S. credit for the wonderful recupera- 
tive powers that it has demonstrated so 
many times in the past. There is noth'ng 
new about this. Anyone who studies in- 
vestment markets will soon conclude that 


the average investor makes very little ef- 
fort to discount the future. He leaves 
that to the speculator. The result is that 
the active speculative stocks discount not 
only the things that are likely to happen, 
but also a lot of things that never will 
happen, while staid securities like Lib- 
erty Bonds do very little discounting of 
any kind. 

For my part, then, I prefer the Second 
4%s. I have some of them now and I 
expect to have more. 





HOLD YOUR LIBERTY BONDS 


If the market is flooded with tomatoes, 
you can buy them cheap, but if everyone 
is clamoring for tomatoes and there are 
few to be had, the price goes up. The 
same is true of Liberty Bonds. Short- 
sighted people are dumping them on the 
market, and wise ones are buying them. 

The best advice that can be given to the 
owner of a Liberty Bond is this: Hold 
the bond you bought during the war; it is 
as safe and sound as the United States 
Government itself. 

Buy as many more at the present low 
rate as you can afford. If you hold them 
to maturity, you are bound to make the 
difference between what they sell at now 
and their face value. You will also re- 
ceive good interest on your investment. 





RETAIL PRICE REDUCTIONS 

The retail selling at reductions, in cities 
all over the country, is enabling a vast 
amount of realization on shelf goods, but 
instead of inspiring the public with the 
necessity of thrift or causing a halt in 
buying in order to take advantage, later 
on, of still lower prices, the only ap- 
parent effect has been to create a great 
rush to buy the reduced goods, with plenty 
of money in evidence to do it with. The 
public does not ‘seem to be affected by 
the fact that in a large area of goods 
offered, many, if not most of them, were 
marked up 20 per cent., 30 per cent. or 
more around the first of January, by many 
of the dealers, and that the latter are 
gathering in a harvest of profits 

If the retailers only are thus forced, 
by the popular protest against high costs, 
into lowering their prices, the reduction 
will simply be temporary, and as retail 
stocks of standard goods are usually the 
smallest, these will be exhausted first, 
which will lead dealers to stock up all 
around, creating again a large demand 
for standard goods. All this will tend 
to keep the manufacturers from reduc- 
ing prices in the coming season, and 
little good will result from this selling 
movement, except to put a large amount 
of cash in retailers’ hands. Inasfar as 
this cash from the pockets of the people 
has not been drawn from bank deposits, 
such amounts will help to relieve the credit 
strain—The Bache Review. 
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(Guaranteed Stocks Selling Below Their Worth 


Among Many Issues Too High to Attract Average Investor Are a Few Bargains in This 


UCARANTEED railroad stocks, per- 
haps more than any other form of 
security, have a tendency to get out 

of line with the rest of the market and out 
of line with one another, especially dur- 
ing: periods like the present when there 
are wide movements in the prices of in- 
vestment issues. This is due almost 
wholly to the fact that these issues are 
closely held and enjoy a market only 
among the comparatively few who under- 
stand them. A few issues are now selling 
below their investment level, as measured 
by railroad bonds and by other guaranteed 
railroad stocks, and several of these will 
be described here. 

For the benefit of those who are not 
familiar with this class of security, it may 
be stated that guaranteed railroad stocks, 
subject to bonds or not as the case may 
be, are the emissions of companies owning 
the properties in 


Desirable Class of Security 


By HAROLD G. WALTON 


ing to return 7%, is probably the Joliet & 
Chicago Railroad 7% stock. This road 
was leased in 1864 in perpetuity to Chi- 
cago & Alton at an annual rental cover- 
ing, besides the dividend, all taxes and 
organization expenses. The guarantee is 
very rigid and the lease provides that no 
bonds may be issued against the property, 
which is free from debt. 

The road is 37 miles long and extends 
from Joliet to Chicago, is double track, 
largely built on a concrete viaduct and 
free from grade crossings. The $1,500,000 
stock outstanding, which has the effect of 
a first and closed mortgage, is at the rate 
of $40,500 a mile, while the reproduction 
cost would certainly exceed this sum ten 
times over. 

The joliet & Chicago forms the only en- 
trance of the Chicago & Alton into Chi- 
cago, and earnings are many times in ex- 


Cedar City, Mo., to the Missouri State 
Line, was leased to Chicago & Alton in 
1870 for 999 years, and comprises a part 
of Alton’s main line.- The form of lease 
is similar to that of the Kansas City, St. 
Louis & Chicago, except that it is further 
provided that the rental shall not be less 
than $1,370 a mile, whereas the charge for 
the guaranteed dividend is about $230 a 
mile. 

The company has outstanding $329,000 
7% guaranteed preferred, in effect a first 
and closed mortgage on the property, 
$1,010,000 preferred and $2,312,700 com- 
mon. The guaranteed stock is outstand- 
ing at the rate of $3,230 a mile. It is 
selling around par. 

In connection with the three foregoing 
issues, it may be pointed out that the 
security is immeasurably greater than for 
Chicago & Alton’s 3% refunding bonds, 

which, at 42, returns 





fee and easing 
them to operating 
companies under 
rentals that usually 
provide for organi- 
zation expenses and 
a stipulated divi- 
dend on the stock. 

In the great ma- 
jority of cases, as 
will be seen by re- 


Stock 


Morris & Essex 


Warren Railroad 
Allegheny & Western 
Joliet & Chicago 


flat about 7.1%. 





RAILROAD GUARANTEED STOCKS. 


Pitts,, Fort Wayne & Chicago, pfd 
N, ¥., Lackawanna & Western 
Pitts., Bessemer & Lake Erie, pfd 


United New Jersey R, R. & Canal 
. Lackawanna of New Jersey 


Kansas City, St. Louis & West 6%, 
Louisiana & Missouri River 7%, pfd 
Tilinois Central Leased Line 


Chicago, St. Louis 
Return & New Orleans 
5.75% be 
Railroad, leased to 
Central, 
546 miles of 
main line from 
Cairo, Ill., to New 
Orleans, or 0% of 
the Chicago - New 
Orleans main line. 
In addition, it owns 


5.75 
5,77 
5.85 
5.85 


Illinois 
owns 
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ferring to the prop- 





erty accounts of 

any of the large operating companies, 
heavy investments have been made 
on the leased property subsequent to the 
cate of the leases, with the result that in 
several instances, the outstanding stock at 
par does not represent more than 10% 
of the value of the property actually 
covered in fee by the guaranteed stock. 

In considering security for principal and 
interest, guaranteed stocks fall into four 
classes: stocks where the property offers 
adequate security and the guarantee addi- 
tional security; stocks where the property 
offers adequate security and the guarantee 
is worthless; stocks where the property 
offers inadequate security and the guar- 
antee supplies the deficiency; stocks 
where neither the property nor the guar- 
antee nor both offer adequate security. 

Stocks in the first class obviously are 
the best, but, unfortunately, most of them 
are selling too high—somé of them to 
yield less than Liberty bonds. Among 
such stocks may be mentioned those of 
companies controlling through ownership 
the entrances of the Lackawanna and 
Pennsylvania roads into New York City, 
of Lackawanna into Buffalo and Pennsyl- 
vania into Chicago. 


Chicago & Alton Guarantees 


Among stocks in the second class, where 
the security on the property is adequate 
and the guarantee of doubtful value, are 
several bearing the guarantee of the Chi- 
cago & Alton Railroad Company. 

The best of these, all of which are sell- 
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cess of rental. A default would be greatly 
to the advantage of the stockholders, who 
would be able to lease the property at a 
much higher rental. 

Kansas City, St. Louis & Chicago Rail- 
road consists of 162 miles of road form- 
ing the main line of the Chicago & Alton 
from Mexico, Mo., to Kansas City, and is 
the only entrance of the Alton into that 
city. It has no bonded debt and the fol- 
lowing stocks: $1,750,000 6% guaranteed 
preferred, $3,000,000 7% preferred stock 
owned by Chicago & Alton and pledged 
under its refunding mortgage, and $271,- 
800 common stock, of which $157,100 is 
pledged. The guaranteed stock, which is 
in effect a first and closed mortgage, is 
outstanding at the rate of $11,000 a mile. 

Kansas City, St. Louis & Chicago was 
leased at an annual rental equal to 35% 
of gross revenue less taxes, but by a 
supplementary agreement dividends on 
the prior preferred were limited to 6% 
and guaranteed by Chicago & Alton. Av- 
erage of 35% of gross less taxes in 1916, 
1917 and 1918, was equal to 70% on the 
guaranteed stock or nearly 12 times the 
dividend requirement and 3.7 times the 
entire dividend charges on all stocks. In 
these three years the road showed an av- 
erage annual profit for Alton after all 
dividends of more than $900,000. This 
stock is selling around 86 to return 7%. 


Louisiana & Missouri River 


Louisiana & Missouri River Railroad, 
consisting of 102 miles of road from 


700 miles of 
including the valuable prop- 
miles, from Louisville to 
Memphis. The terms of the lease, which 
expires in 2282, provide for interest:on the 
bonds and 4% on the guaranteed stock. 

Differing from the issues guaranteed by 
Chicago & Alton, Chicago, St. Louis & 
New Orleans stock, of which $9,987,700 is 
outstanding, is preceded by several bond 
issues, but the stock’s equity in the prop- 
erty is very large. 

Separate reports for the subsidiary dur- 
ing Federal control are not available, but 
the company earned in 1916 $4,979,661 ap- 
plicable to the $400,000 guaranteed divi- 
dend and $8,255,483 in 1917. These earn- 
ings are respectively 4934% and 824% 
on the guaranteed stock. For the two 
years this is equal to an average annual 


rate of 16% times the dividend require- 


branches, 
erty, 398 


ment. 

This dividend is prior as a charge to 
the dividends on $109,296,000 Illinois Cen- 
tral stock, with a present market value of 
more than $91,000,000, on which the com- 
pany is paying 7%. The guaranteed stock 
is selling around 55, at which the flat re- 
turn is 7.27%. 

In comparing guaranteed stocks with 
railroad bonds, allowance should be made 
for normal Federal income tax, amount- 
ing to 4% or 8%, depending on the 
amount of the tavable income.—Chic. & 
Alt., vol. 24, p. 1025. 
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Searching Erie’s Garret for Bargains 


A Rummage Through a Heap of Financ 


N rummaging through heaps of dis- 
| carded apparel, among antiquated 
hoop-skirts, corsets with rusty stays 
protruding, moth-eaten trousers and rim- 
less straw hats, it frequently happens in 
these days of high costs that one finds a 
pair of shoes worth tapping. Likewise, 
in poking through piles of abandoned 
securities, it sometimes occurs in these 
days of low prices that one finds an issue 
not too mildewed to be worth buying. 
It was the hope of finding something of 
this sort that prompted me to rummage 
through the moldering pile of Erie’s ob- 
ligations. 

Excluding .equipment trusts, Erie Rail- 
road, with subsidiaries and leased lines, 
has outstanding 44 bond issues, not in- 
cluding two series issued under a new 
refunding and improvement mortgage and 
pledged for short-term notes or loans. 
The series of equipment trusts have made 
the circuit of the alphabet once and 
reached “EE” on the second lap. In addi- 
tion, New York, Susquehanna & Western, 
a controlled property, has outstanding 
seven bond issues and three series of 
equipment trusts. 

A cursory examination of this un- 
wieldy structure shows that it has been 
built and perpetuated by a practice of 
extending underlying bonds instead of 
refunding with bonds issued under a 
blanket mortgage. The result is that the 
company has 23 extended bond issues, 
and it is proposed to extend this fall 
several others, some of which have al- 
ready been extended. 

In recent years the only bond that 
could have been used economically for 
financing was the prior lien 4% and this 
was closed at the original amount ot 
$35,000,000. By authorizing the general 
lien 4% under the same mortgage but 
making it subject and inferior to the 
prior lien 4s, the former lien was pre- 
vented from covering new acquisitions 
and a condition was created whereby 
confusion might arise in protecting either 
lien. 

Erie has about $70,000,000 in bonds 
superior to the prior lien 4s, of which 
$35,000,000 is outstanding. These issues 
in the aggregate constitute liens in vary- 
ing degree on practically the entire prop- 
erty, exclusive of the Pennsylvania Coal 
Company, covered by another lien, and 
leased equipment. As this would mean 
only $105,000,000 for virtually the entire 
Erie System, it is probable that any of 
these bonds deserve to rank as invest- 
ments. 

Junior Bonds 

Following the prior lien 4s, and either 
outstanding in the hands of the public or 
pledged, are the following issues: $55,- 
104,000 general lien 4s, $50,000,000 con- 
vertible 4s issued under three series, and 
$23,300,000 refunding and improvement 


bonds of two series, none of which is 
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in the hands of the public, or a total of 
$128,000,000. 

Of these bonds, $48,479,000, together 
with the underlying bonds from the com- 
pany’s treasury, is pledged to secure 
short-term loans of $18,500,000, of which 
$15,000,000 represents notes due April 1, 
1922, and $3,500,000 is a note in favor 
of the Director General. 

If Erie were in a position to pay all its 
obligations at maturity without recourse 
to extraordinary accommodations, its debt 
might be computed on the basis of bonds 
and notes actually outstanding, but ex- 
perience has shown that in similar situ- 
ations holders of collateral notes partici- 
pate in a redistribution of securities to 
the extent of the value of their collateral. 

This greatly dilutes the security for 
all the junior issues. Of the $50,104,- 
000 general lien 4s, $19,217,000 are 
pledged, most of them under the $15,000,- 
000 notes. This weakens the security for 
the convertible 4s, which are further 
weakened by the pledge of $9,357,000 of 
the series “D.” 

Besides various equipment trusts ma- 
turing in 1920, the foilowing underly- 
ing issues mature this fall: $16,891,000 
Erie Railway first consolidated 7s on 
September 1, $3,699,500 New York, Lake 
Erie & Western first consolidated 7s on 
the same date and $2,926,000 New York 
and Erie fourth 5s on October 1. It has 
been proposed that these bonds be ex- 
tended at a higher rate. As most of them 
already bear 7%, the question arises what 
rate of interest a railroad, limited to 6% 
on its investment is justified in paying for 
moncy. 

The Erie first consolidated 7s are of- 
fered at 96 and the best bid is 93%. If 
these quotations measure the attitude of 
the average holder, an agreement of 
extension will be difficult to obtain. At 
the offering price, the yield is more than 
18%—a prohibitive rate for an extension. 

It certainly looks as though someone 
would have to produce some money this 
fall, and it is doubtful whether the stock- 
holders can be counted on for the re- 
quirements. As the situation confronting 
Erie has long been apparent to the dis- 
cerning, the stock has gradually been 
working into weaker hands—not the kind 
of hands that can be relied upon to pro- 
duce $23,500,000. 

The Government a Big Creditor 

The War Finance Corporation, which 
underwrote the extension of the $15,- 
000,000 notes at 98, probably got the 
most of them. With the $3,500,000 note 
in favor of the Director General, this 
would make the Government a creditor 
to the extent of nearly $18,500,000, all 
secured by junior bond collateral. Thus, 
the Government has a strong motive in 
protecting the situation, and may pur- 
chase extensions of the bonds maturing 
this fall. 


ial Odds and Ends 


Discloses a Few Items Worth 


Such a course, however, would only be 
a postponement of a final and inevitable 
readjustment, from which the Govern- 
ment would emerge, if it observed the 
prior equities, as a large bondholder and 
the controlling stockholder of the Erie 
System. 

After a study of this situation, I am 
convinced that the prior lien 4% is the 
only bond, following the divisional liens, 
that can certainly count on emerging 
from a reorganization with its mortgage 
security unimpaired. The general lien 
4s might fare equally well, but the com- 
paratively large amount pledged makes 
their position doubtful. 

One of the best secured bonds in the 
list of Erie’s obligations is the Chicago 
and Erie first mortgage 5%, of which 
$12,000,000 is outstanding. This bond is 
secured by an absolute first mortgage on 
the main line from Marion, Ohio, to the 
Indiana-Illinois state line, a distance of 
250 miles, of which 224 miles are double 
track. The bonds are outstanding at the 
rate of $48,077 a mile. They are prior in 
lien to $10,000,000 second mortgage in- 
come 5s deposited with the trustee of the 
Erie consolidated mortgage, under which 
the prior lien 4s and general lien 4s are 
issued. The bonds are selling around 71, 
at which the flat return is about 7%. In 
the panic year of 1907, they reached a 
low price of 107% and afterward recov 
ered in 1909 to 117%. As the return of 
7% could be counted on for 62 years, the 
bonds seem to me to be preferable to 
some of the short-term issues, secured by 
junior collateral of stronger roads, sell- 
ing on about the same basis 

Prior Lien Fours 

Erie prior lien 4s are secured by direct 
mortgage or collateral trust on 1,645 
miles of road, of which 938 miles are 
double track, and on 69 miles of lease 
holds. On the, total mileage they are 
outstanding at the rate of $21,276 a mile 
and including prior liens at the rate of 
$63,826. In the event of a foreclosure 
of the mortgage, the situation would be 
complicated by the fact that the general 
lien bonds are issued under the same 
indenture. If the interests of the two 
clashed, as is quite possible in the present 
outlook, it might be more difficult for the 
holders of the prior lien 4s to control the 
action of the trustee. The superiority 
of the prior liens to the general liens, 
however, is so clearly stated in the mort- 
gage as to leave small chance of their 
being sacrificed in the interest of the 
junior lien. 

The large margin of safety for these 
bonds in the value of the property seems 
to me to make them preferable to the 
open-mortgage bonds of several roads 
that are more conservatively capitalized 
than Erie. Such 4% bonds are selling 
from 50 to 55, while Erie prior lien 4s 
are selling at 49. 
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Still more speculative in character, but 
also greater in yield, are the New. York, 
Susquehanna & Western refunding 5s 
and the Wilkes-Barre & Eastern first 
mortgage 5s. 

New York, Susquehanna & Western, 
which owns all the stock of Wilkes-Barre 
& Eastern, is controlled through stock 
ownership by Erie. In the event of 
Erie’s reorganization, it might decide to 
let go of the subsidiary, but New York, 
Susquehanna & Western receives so little 
from Erie that it would not suffer much 
from the severance. 

New York, Susquehanna & Western, 
of which Wilkes-Barre & Eastern is the 
western division, is a coal road connect- 
ing New York and Wilkes-Barre. As 
the coal roads were the hardest hit by 
advancing costs, due to their low aver- 
age tariffs, they are likely to be helped 
most by increased rates. In the test 
period, New York, Susquehanna & West- 
ern earned about 10% over its charges, 
but if interest on the two junior bond 
issues be eliminated, the margin would 
be nearer 25%. 

New York, Susquehanna & Western 
first refunding 5s of 1937, of which $3,- 
745,000 are outstanding, are secured by 
a first mortgage 6n 65 miles of road 
forming the western part of the property, 
and by a second mortgage on 72 miles, 
subject to $3,488,500 Midland Railroad 
of New Jersey 5s. In addit'cn to their 
prior lien equity, it is probable that the 
second lien has some tangible value, as 
the equity for the Midland Railroad 5s 
is very large. The refunding 5s are fol- 


lowed by $447,000 second 4%s and $2,- 
552.000 general 5s, a total of $2,999,000. 


The Wilkes-Barre & Eastern, consist- 
ing of a 65 mile outlet to the east from 
the coal district, carries a very heavy 
traffic and enjoys considerable rental in- 
come from New York Central, New 
York, Ontario & Western and other 
roads. It is important to New York, 
Susquehanna & Western and could stand 
alone. Its standard return was $185,000, 
compared with interest charges of $150,- 
000, and it should be able to earn more 
than Federal rental under increased 
freight rates. It has outstanding $3,000,- 
000 first mortgage 5% bonds, or at the 
rate of $46,153 a mile. 

Dismissing New York, Susquehanna & 
Western stock, which is of little value, 
there are $3,000,000 junior bonds, holders 
of which, in order to realize anything, 
must protect the refunding 5s of 1937 
and the Wilkes-Barre & Eastern 5s. If 
holders of the two senior lien bonds, 
acting in concert with holders of Mid- 
land Railroad 5s, were forced to take the 
property, they could doubtless operate or 
sell it at a profit. 

The New York, Susquehanna & West- 
ern refunding 5s sold last at 51 and are 
now quoted 44@50. The Wilkes-Barre 
& Eastern 5s last sold at 49 and are now 
quoted 49@52. I do not believe there 
is much difference between them. Of 
the foregoing bonds, the Chicago & 
Erie first 5s and Erie prior lien 4s should 
class as investments and the New York, 
Susquehanna & Western refunding 5s 
and Wilkes-Barre & Eastern first 5s as 
speculative investments. All are selling 
low because of high money and Erie’s 
doubtful credit—vol. 26, p. 160. 
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Chicago Sees End of Spending Orgy 


Retailers Who Have Slashed Merchandise Prices May Have 
Difficulty in Replacing Goods, However—Prominent 
Banker Believes Conditions Sound 


FEATURE in the general business 
of the West during the last two or 
three weeks has been the large num- 
ber of sales of dry goods and clothing at 
substantial reductions in prices. The 
number of these appears to be increasing, 
and the majority of them have been effec- 
tive in making a big clearance of goods. 
In regard to retailers who are selling 
goods at big reductions, wholesalers and 
jobbers say that the question of replace- 
ment of stocks may be a bothersome mat- 
ter as conditions and prices at the mills 
are not following cuts in retail prices. 

There is a certain group here that be- 
lieves the usual after-war panic will prove 
inevitable before prices descend to 
normal levels, but the more optimistic 
business men insist that with due precau- 
tions present difficulties can be adjusted 
without the dreaded financial crash. The 
latter say that the conditions which have 
made high prices are disappearing, and 
conditions which tend to lower prices are 
coming into view. It is always more 
dangerous to come down than to go up, 
but if the descent is properly guarded 
and guided it may be safely done, and 
every effort is being made so to guard 
and guide in this instance. 

There are many reasons for confidence 
in our continued prosperity. No coun- 
try in the world is so well situated finan- 
cially as ours. We no doubt shall feel 
the pains of readjustment, but that re- 
adjustment is essential to our health and 
the pain but an incident of convalescence. 

What a Prominent Banker Thinks 

According to the viewpoint of a promi- 
nent Chicago banker, the orgy of extrav- 
agance and waste has about burned itself 
out, and the American people are wak- 
ing to the prospect of a season of sane, 
practical, thriftful prosperity after a 
long nightmare of spurious joy in a fool’s 
paradise. Furthermore, he believes there 
are many influences that will prevent a 
violent readjustment. There is a short- 
age of many necessities; government ex- 
penditures still continue on an extrava- 
gant scale; there is a dearth of labor, 
especially on the farms; crop conditions 
are far from favorable and the country’s 
railroads are unable to provide proper 
transportation facilities. Then there are 
the high wages being paid labor and the 
very high taxes—neither of which shows 
any indication of dropping speedily. 

Against these factors, which make for 
continued high prices, is the fact that the 
public itself has the power to control 
prices through increasing or diminishing 
demand. That power is now being ex- 
erted, for the public has reached its 
spending limit and is applying the brakes 
in a sensible manner. 

In view of the commonly reported 
shortage of wool in the United States, 
the Central Trust Company of Illinois 
has just issued a special report on this 
commodity. .A digest of this report 
shows that the supply of fine combing 
wools from our domestic clip is not much 


more than one-third what it was a year 
ago, and such wool shortage as exists is 
confined to the very finest grades known 
as fine and one-half blood. The total 
stocks of wool in the United States 
(grease equivalent) on the first day of 
April were 487,000,000. pounds, compared 
with slightly more than 488,000,000 
pounds a year ago. This decline of 
about 1,000,000 pounds is of very little 
consequence, as our own wool clip, 
amounting to 275,000,000 to 300,000,000 
pounds, will be coming in during the next 
few weeks, which will mean that we will 
then have on hand a great deal more than 
sufficient wool for all consumptive needs 
for a year, or until July 1, 1921. 
Lower Wool Prices Probable 

The report goes on to say that while 
no great slump in the price of wool is 
expected, goods manufactured from wool 
are already selling at lower prices in 
most markets and _ still lower clothing 
prices are quite probable. The cancella- 
tion of orders for woolen manufactures 
is in evidence throughout the New Eng- 
land states, and while the movement has 
not reached any large proportion, the 
mere fact that there are some cancella- 
tions is indicative of decreased buying on 
the part of the public. Add to this the 
fact that very cheap silk will replace 
wool on many items and it will be seen 
that wool prices will naturally shade 
downward and that the purchase of the 
product of wool will decline rather than 
increase. The report adds, finally, that as 
a modification of all wool and woolen 
products is likely, loans on wool or any 
of its products in storage or in dealers’ 
stocks should be reduced. 

The bond market continues inactive as 
a general rule. There has been a moder- 
ate demand for recent issues of railroad 
securities, and some of the Chicago in- 
vestment bankers report a fairly broad 
call for the Ohio Cities Company con- 
vertible bonds and securities of similar 
character. For the general run of offer- 
ings but little improvement has been mani- 
fest, and the general volume of business 
has been comparatively moderate. 

The most interesting issue in the local 
market recently was $5,000,000 Common- 
wealth Edison Company five year 7% col- 
lateral gold notes, series A. These were 
sponsored by the usual syndicate which 
does the financing for the Commonwealth 
Edison Company. The notes are dated 
June 1, 1920, and are in coupon form, reg- 
isterable as to principal in denominations 
of $1,000, $500 and $100. They are re- 
deemable as a whole or in part at any 
time upon 30 days’ notice, and at 102 and 
accrued interest up to June 1, 1924, at 
101 to December 1, 1924, and thereafter 
at 100%. The notes are a direct obli- 
gation of the company and are collateral- 
ly secured by pledge of first gold 5s in 
such proportions that the aggregate prin- 
cipal amount of notes outstanding at any 
time shall not exceed 70% of the prin- 

(Continued on page 276) 
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Is There Big Money in Candy? 


Records of Four Leading Candy Companies—Sugar Scarcity Effects on Candy Situation— 


HE United States is today the larg- 
est consumer of sugar in the world, 
and most of its excess consumption 
is in the form of candy and sweet drinks. 





Photo by Brown Bros. 
UNITED RETAIL CANDY STORE 
This latest entrant in the candy trade 
has recently opened its first store in 
New York City, said to be the largest 
in the world 


On the other hand, the candy industry 
is still in a highly undeveloped state as 
compared with similar industries such as 
tobacco or chewing-gum. In other words, 
it is not so well organized. There are 
no dominating large concerns but rather 
a multiplicity of small producers. At the 
present time the main interest of the in- 
dustry is focussed upon the production 
rather than in market competition, as the 
demand is still much greater than the 
supply. 

However, new capital is flowing into 
the industry, the more easily as there are 
no outstanding large combinations to 
fight, and it is only a question of time 
when competitive conditions, the growth 
of large producing combinations, and 
other signs of the development of an in- 
dustry will be noticed in the candy busi- 
ness. An important angle, therefore, 
from which to look at any candy com- 
pany of today is to consider what its 
position is likely to be as the industry 
develops. 

At the present time there are two im- 
portant factors affecting the industry, one 
demand, the other supply. The coming 
of prohibition, as every writer who has 
ever mentioned sugar has had occasion 
to remark, has greatly increased the de- 
mand for candy and sweet drinks for 
physical and psychological reasons. Not 
only does sugar supply to some extent the 
stimulation which alcohol gives, but the 
soft-drink parlor is the nearest approach 
to the atmosphere of the bar that the 
Eighteenth Amendment permits. 

From the standpoint of supply, the 
shortage of sugar is the important thing. 
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Growth of the Industry 
By MAX GOLDSTEIN 


The shortage, be it noticed, is to a large 
extent caused by this very increase of 
activity in the candy and allied indus- 
tries, as they are estimated to be account- 
able for one-third of the sugar consump- 
tion of the United States. In any case, 
there can be no doubt that the sugar 
scarcity is hampering production, while to 
some extent the competitive bidding of 
the candy producers for the limited sup- 
ply of sugar has caused the prices which 
have so greatly raised their production 
costs. Of course the candy producers 
had an advantage in this bidding in that 
the demand for their products has been 
so great that they knew they could pass 
on any increase in production costs to 
their consumers. This has been the case 
particularly since the prices of candy 
products, formerly practically fixed by 
convention, have been made more flexible 
and the public has become used to pay- 
ing odd amounts like 6, 7 and 14 cents, 
where it formerly paid just nickels and 
dimes. 

Nevertheless, the fact remains that the 
two new producing companies analyzed 
here have not been remarkably success- 
ful to date from an earnings viewpoint. In 
my opinion this is largely due to the dif- 
ficulties of getting new production started, 
the need of highly-skilled labor with its 
attendant difficulties and, to some extent, 
perhaps, difficulty in adjusting prices. to 
keep exact pace with steadily rising 
production costs, a difficulty since over- 
come. The outlook, therefore, is that 
these companies will do better than their 
records to date. 


Photo by Brown Bros. 
WRAPPING CARAMELS IN A MODERN FACTORY 
While the sugar shortage is hampering production, the demand for candy is 
increasing with more flexible prices for the trade 
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Sweets Co. of America 


This company was organized last June, 
as a consolidation of two older compa- 
nies. Its main production consists of two 
well-advertised lines of candies, the 
“Tootsie Rolls” and “Lance” cough drops. 
With recent increases in capitalization it 
now has outstanding 650,000 shares of 
stock of $10 par value. 

In the case of a small company of this 
sort, questions of production are of more 
than usual importance because of the lack 
of diversification of its output. During 
the latter half of 1919, the plants had to 
work at part-time schedules because of 
their inability to secure adequate supplies 
of sugar. At latest reports this difficulty 
had been overcome and the plants were 
reported to be working at 100% of 
capacity. 

On the first-of this year the company 
also. took a step which will probably 
prove of decisive importance in raising 
the prices of its products and thereby 
breaking the conventional tradition of 
manufacturers of this class of products 
as to price referred to above. While the 
increases were slight in themselves, they 
count insofar as they indicate the possi- 
bility of greater flexibility in the selling 
end of the business. 

The company has also embarked on a 
policy of expansion, one recent develop- 
ment having been the erection of a peanut 
roasting plant at Plymouth, N. C. This 
will be more than sufficient to take care 
of the company’s own requirements of 
80,000 pounds of peanuts a month, and 
will in addition grade and roast peanuts 





m a toll basis. As Plymouth is in the 
heart of a large peanut-producing terri- 
tory production costs should be low, and 

is estimated that a saving of $50,000 
annually will result. 


The estimated cost of the plant is 
$100,000, and the funds to build it were 
supplied by the issue of 150,000 shares of 
-apital stock -at $2 a share. The site of 
the plant was donated to the company by 
the municipality, so that the only costs 
are those of construction. 

Few definite figures are available on the 
basis of which to estimate the earning 
-apabilities of the company, but its sales 
at the present expanded scale appear to 
run somewhat above $2,000,000 annually, 
and estimated profits about $500,000. 
Both these figures should be exceeded the 
current year, especially as the company 
has made arrangements to sell its product 
hrough such agencies as the Ward & 
Gow subway stands, the Schulte Cigar 
Stores, and the Union News Company, 
which has 1,500 stands throughout the 
United States. 

The stock has had a weird market his- 
tory, having reached as high as 18 last 
year, from which point it steadily reacted 
to the present levels below $2. At its 
present price it would seem to be attrac- 
tive, but too unseasoned for any but a 
hardened speculative buyer. 


Continental Candy Co. 


Capitalized at 500,000 shares of no par 
value, Continental Candy does a business 
about twice as big as that of Sweets Co. 
of America, and has a much more widely 
diversified output. Late last summer it 
was making 225 kinds of candies, and 
since then has absorbed the Buddy Buds 
Company, and expanded in other di- 
rections. 

Total production of the various con- 
stituent companies has shown a steady 
growth from 19,000,000 pounds in 1917, 
20,000,000 pounds in 1918 during the war 
period, to 29,000,000 pounds last year. It 
is understood to be thoroughly protected 
as regards its sugar supply, and has not 
suffered any production handicaps on this 
account. Profits in the past have run at 
the rate of over 20 cents per dollar of 
sales, leaving net earnings for 1919 of 
some $2.11 a share, compared with $1.61 
in 1918 and in the preceding year $0.37. 
The improvement thus indicated will prob- 
ably be even greater when the 1920 figures 
are finally in. 

The company leases and operates plants 
in Jersey City and Chicago, the two plants 
together employing some 700 workers. It 
has a plant about to be constructed in 
Jersey City which should add materially 
to its earning power, as it will have a 
capacity of 100,000 pounds per shift or 
over 30,000,000 pounds per year on a one- 
shift basis, more than the production 
from the two other plants combined for 
1919. 

Working capital as of June 30, 1919, 
amounted to $2.22 a share, of which $1.52 
was inventories, which have tended up 
rather than down in market price. It 
showed an initial surplus of $250,000, and 
net tangible assets of $3.28 a share, ex- 
clusive of good-will, trade names and 
trade marks carried at $2.80 a share, the 
heavy valuation of the intangibles being 
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perhaps justified from a mercantile point 
of view because of their value in attract- 
ing business. 

A balance-sheet as of the present time 
would probably show an increased prop- 
erty account and in all probability much 
larger net quick assets. The difficulty is 
that the company has already initiated 
dividends, and is paying at the rate of $1 
a year. This means $500,000 absorbed 


penses as in the fact that it practically 
assures the Loft company of uninter- 
rupted operations by giving them control 
of a large proportion of their annual re- 
quirements, As an instance of their cau- 
tion in this regard, last fall the company 
bought 11,200,000 pounds of raw sugaf at 
735% cents a pound from the Cuba Cane 
Sugar Corporation, compared with pres- 
ent prices of some 20 cents a pound. 





Copyright Underwood & Underwood. 


DIPPING CHOCOLATES BY MACHINE 


The new producing companies are having difficulty in starting production 
owing to the dearth of skilled labor and steadily mounting manufacturing costs 


annually in dividend payments, or nearly 
twice as much as the cash in hand last 
year. Particularly in view of the expan- 
sion present and prospective, it seems 
scarcely the part of financial conservatism 
to pay out comparatively large sums for 
a company as small as this one while 
money is as dear and scarce as it is to- 
day. 

At its present price of about 11 the 
stock yields some 9%, but we _ should 
hesitate to recommend it, partly because 
of its financial policy and partly because 
the company is still very young and has 
not come up against a really adverse 
period. 


Loft, Inc. 


This company is a complete cycle of 
the candy industry, covering every phase 
from the growing of the raw sugar to the 


distribution of the candy. It is almost 
completely self-contained, buying from 
outside sources only 5% of the candy 
distributed through its stores. 

Its sugar property consists of the Dulce 
Nombre estate, in Matanzas province, 
Cuba, whose production is expected to 
range about 32,000,000 pounds annually. 
Under the present arrangements, Mr. 
Loft, president of the company, owns the 
estate and has agreed to sell its output to 
the company at 1 cent below the market 
price, thus saving the company $320,000 
a year. Another plan may be worked out 
soon by which the company will take over 
the estate, thereby possibly saving much 
more than $320,000, but also assuming 
the risks of sugar cultivation. 

The importance of this is not so much 
in the possible saving in operating ex- 


Since that time the company has been hav- 
ing this raw sugar refined on a toll basis 
and has therefore escaped current high 
prices for sugar, meaning greatly reduced 
operating costs. 

The company has two big factories, one 
located in Long Island City, the other 
down town in New York City. The dis- 
tributing end of the business at the present 
time consists of seventeen stores in New 
York City and Newark, N. J., but plans 
are being considered and in some cases 
options have been taken on sites in Pater- 
son, Elizabeth, Yonkers, Hoboken and 
other places in the metropolitan area, with 
a possibility of as many as fifty stores to 
be running in the hear future. 

The company’s sales have shown a 
steady growth, advancing from $2,891,401 
in 1916 to $4,005,397 in 1917, $5,140,500 in 
1918 and $6,049,389 last year, with pros- 
pects for considerably greater improve- 
ment for the current year, as business is 
said to be running at record levels. Last 
year’s earnings were $1.76 per share, of 
which 92 cents were made in the last five 
months, or at the rate of $2.21 annually. 
No dividends have been paid un the stock 
to date. 

Loft’s as a business has been going 
for over fifty years, and has always been 
as at present in the hands of the Loft in- 
terests. Last September, however, it was 
reorganized and stock sold to the public. 
At present it has no funded debt, and its 
capitalization consists of 650,000 shares 
of no par value. The present company 
succeeds the Loft, Inc., of Virginia, which 
used to pay 5% annually. Back of each 
share of stock is some $12 of net assets, 

(Continued on page 253.) 
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American Car & Foundry Co. 








Pressed Steel Car Co. 





Two Industrials with Profit Possibilities 


Reasons for Favoring the Preferred Stock of One and the Common Stock of Another 


O much has been written about the 
imminence of an industrial depression 
that an article on any industrial, even 

on American Car & Foundry Company 
and Pressed Steel Car Company, should 
lay a foundation for the future of the 
industry itself. In this connection it is 
probable that there has not been suf- 
ficient discrimination between basic in- 
dustries and the more volatile industries. 

This country could not have reached its 
present state of development without an 
adequate supply of freight cars, and the 
effects of the present shortage have been 
sufficiently trying to indicate that future 
progress is more or less dependent upon 
them. The country, on the other hand, 
has seen motorcycles largely displace bi- 
cycles, and it is possible that the present 
enthusiasm over a given brand of soft 
drink may soon be replaced by popular 
taste for another. 

With the materials at hand, the de- 
mand pressing and the manufacturing 
equipment available, it is hardly possible 
that the production of freight cars will 
soon be threatened by a substitute or 
American production threatened by manu- 
facture elsewhere. At the present time 
the business is clearly limited only by 
domestic and foreign credit. 

During the eight years from 1909 to 
1916, inclusive, the orders for freight cars 
in this country averaged 150,600 per an- 
num. During the three succeeding years 
—1917, 1918 and 1919—orders aggregated 
225,200. During these years, orders, to 
have kept abreast of the eight years pre- 
ceding, should have aggregated 451,800. 
Thus the deficiency in orders in 1917, 
1918 and 1919, as measured by orders 
placed in the eight years from 1909 to 
1916, was 226,600. This may be assumed 
to have been the accumulated demand 
on January 1, 1920, without taking into 
account contributory factors. 

Among these factors, one of the most 
important has been under-maintenance of 
old equipment. As the shortage devel- 
oped, there was a temptation to continue 
in use equipment that should have bcen 
sent to the shops. The effect of using 
cars in bad order is to subject them to 
more than normal depreciation, and this 
effect is cumulative. 

The figures of accumulated demand at 
the first of the year take no account of 
increased traffic, which has gained tre- 
mendously. While railroad men do not 
look for an indefinite continuance of 
freight traffic at the 1919 rate, there is 
no immediate prospect of its falling to 
pre-war levels. Without, however, al- 
lowing anything for growing traffic, the 
accumulated demand for freight cars at 
the first of the year, and ignoring de- 
mand for passenger cars and locomotives, 
represented at present costs not less than 


$650,000,000. 
American Car & Foundry 
The American Car & Foundry Com- 


244 


By WILLIAM E. WORCESTER 


pany, with the largest single freight car 
capacity of any company in the world, 
owns 16 freight car plants, 4 passenger 
car plants, 11 wheel foundries, 12 iron 
foundries and 12 plants, including lumber 
mills, for manufacturing parts auxiliary 
to its principal business. The company’s 
annual capacity is 125,000 freight cars, 
1,500 passenger cars, 350,000 tons of 
wheels, 300,000 tons of forgings, 150,000 
tons of castings and 300,000 tons of bar 
iron. The capacity of its sawmills is 30,- 
000,000 feet. 

In addition, the company controls the 
American Car & Foundry Export Com- 
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pany, which handles its export business. 
It also owns a large interest, sufficient 
to seat four directors, in Canadian Car & 
Foundry Company. Early this year the 
company bought a site at Chicago where 
it is expected to erect another steel car 
plant at a cost of $1,500,000 to $2,000,000. 

American Car & Foundry has outstand- 
ing $30,000,000 7% preferred stock, $30,- 
000,000 common and no funded debt. It 
was organized in 1899 and from its or- 
ganization to April 30, 1919, earned about 
$109,000,000 available for dividends. After 
paying $141 a share in dividends on the 
preferred stock, there was left for the 
common $222 a share, of which $54 has 
been paid and the balance has gone into 
the property or into reserve. 

It is true that a substantial part of the 
surplus earnings were accumulated in 
three war years. The last three years for 
which the company has reported earn- 
ings were equal to more than $90 a share 
on the common stock, of which $22.50 
was paid in dividends, $23.50 was set aside 
as a reserve for common dividends and 
$44 a share was carried to surplus. 

Although the company entered its last 
fiscal year with $100,000,000 of unfilled 
orders on its books, earnings are not ex- 


pected to run as high as for the year 
ended April 30, 1919, when the company 
reported $32.24 a share on the common. 
They have been estimated at $20 to $23 
a share after preferred dividends. A 
good deal of the company’s current busi- 
ness toward the close of the year was 
made up of car repair orders, but since 
the return of the railroads on March 1, 
orders for new equipment have been 
heavy. 

There is almost no limit to the business 
the company could close if foreign credits 
could be arranged, and the same is true 
in lesser measure of domestic credits. A 
few orders have been accepted from neu- 
tral countries, and Canadian Car & Foun- 
dry has received some British orders, but 
for the most part the belligerents are not 
yet prepared to finance equipment orders. 


Prospects for Next Year 

So far as domestic orders are con- 
cerned, they have been confined thus far 
to the so-called strong roads. When the 
revolving fund has been apportioned by 
the Interstate Commerce ‘Commission, 
orders from the weaker roads will follow. 
Without any foreign business American 
Car & Foundry should be busy to capacity 
for the next two or three years. 

For this company, which was heavily 
engaged in war work, the year ended 
April 30, 1920, and for which no report 
has yet been issued, was a transitory pe- 
riod, and there is every reason to expect 
the year to end April 30, 1921, to show 
considerable improvement over the pre- 
ceding. 

The engravers will not be able to de- 
clare any extra dividends out of Ameri- 
can Car & Foundry’s stock emissions. 
Nineteen years ago the company issued 
$910,000 preferred and the same amount 
of common, and has done no financing 
since. Meantime, net quick assets have 
increased more than 500%. 

At the date of the last report, plant 
was carried at $67,525,000, and could not 
be duplicated at- present costs for less 
than twice this sum. Since its organiza- 
tion the company has appropriated from 
surplus earnings $57,000,000 for renewals, 
repairs and additions to plant. 

On the same date net quick assets were 
$36,044,000, making, with plant, net tangi- 
ble assets of $103,569,000. After making 
allowance for retirement of the $30,000,- 
000 preferred at par, the balance would 
be equivalent to $245 a share on the 
common. 

While the inventories are large, as 
with most industrial companies at this 
time, no property is carried above cost 
nor above the market. ? 

The common stock was raised from 
an 8% to a 12% basis in 1919, but the 
reserve for common dividends is $10,- 
800,000. This means that the company 
could continue its present 12% rate for 
three years if in the period it earned 
nothing applicable to its junior shares. 
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The Pressed Steel Car Company is a 
merger of two predecessors, both of 
which were engaged in the manufacture 
of pressed steel cars. The acquisition of 
these companies gave Pressed Steel Car 
two large plants—one at McKees Rock, 
Pa., and one at Allegheny, Pa. Later the 
company acquired two wheel companies 
and a coal property for the supply of its 
own fuel. The Illinois Car & Equip- 
ment Company is leased to the Western 
Steel Car & Foundry Company, all' of 
whose stock is owned by Pressed Steel 
Car. In 1919 the Western Steel Car & 
Foundry Company acquired a large in- 
terest in the American Steel Company 
of Cuba, having a car building and struc- 
tural steel plant at Havana. 

The annual capacity of the Eastern 
plants is 500 passenger cars, 45,000 freight 
cars and several hundred thousand ex- 
tra parts. Western Steel Car & Foun- 
dry has an annual capacity of 25,000 
freight cars. 

Pressed Steel Car has an investment 
of $1,350,000 in a plant for the manufac- 
ture of industrial cars and rails at Kop- 
pel, Pa. and acquired from the Alien 
lroperty Custodian. 

The company has outstanding $12,500,- 
000 7% preferred and $12,500,000 com- 
mon. It has no funded debt on its own 
account but the Western Steel Car & 
Foundry Company has $1,250,000 first 
mortgage 5% bonds due in 1948. 

During the ten years from 1910 to 1919 
inclusive, Pressed Steel Car earned 
$97.50 a share applicable to its common 
stock. Of this sum, it paid in dividends 
$30 a share leaving $67.50 a share for 
surplus and reserve. In the last five 
years surplus has increased more than 
60%. In the same period net working 
capital has increased from $4,190,000 to 
$8,065,000, a gain of nearly 100%. 

At the close of 1919, plant and fran- 
chise were carried at $26,804,800, and the 
company owned s-curities, including Lib- 
erty bonds, amounting to $5,316,000. Net 
assets applicable to the common stock, 
including intangible franchises which are 
not stated separately, were equal to 
$215.70 a share. 

Unlike most of the equipment compa- 
nies, Pressed Steel Car did better in 1919 
than in preceding years, income applic- 
able to common having been $27.12 a 
share, compared with $24.61 in 1918 and 
$10.04 in 1917. Moreover, the larger in- 
come was saved after writing off extra 
depreciation on account of both 1919 and 
1918, as the company was permitted to 
de under the Internal Revenue regula- 
tions. Depreciation charged off in 1919 
was $1,073,000, compared with $400,000 
in 1918 and $300,000 in 1917. 

Pressed Steel Car finished its big order 
for the Railroad Administration in 
August, and in the latter part of the year 
was engaged in the manufacture of parts 
and on miscellaneous business. Thus, 
1919 contained a few dull months. Like- 
wise, orders for new equipment were not 
very plentiful in the carly months of 
1920, so that it is probable, as far as the 
volume of business is concerned, 1920 will 
not differ much from 1919. If business in 
the current year is handled at the same 
ratio of profit, income in 1920 should not 
be much below that of 1919, the com- 
pany’s record sear. 
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The preferred stocks of both American 
Car & Foundry and Pressed Steel Car 
deserve to rank as high grade industrial 
investments, but it is difficult to under- 
stand why the former should sell 11 
points above the latter. Pressed Steel 
Car preferred at 98 seems to have hit 
its true investment level, but there is no 
reason why American Car & Foundry 
preferred should sell in this market 
around .109, four points above United 
States Steel preferred and nearly nine 
points above Standard Oil of New Jer- 
sey preferred. 

The relative market position of these 
two preferred stocks becomes all the more 
puzzling when one considers the two is- 


sues of common. Pressed Steel Car com- 
mon at 98 and paying 8% is selling on 
an 8.14% basis. American Car & Foun- 
dry common at 140 and paying 12% is 
selling on a 8.57% basis. In view of the 
fact that American Car & Foundry has 
set up a special reserve equal to $36 a 
share on the common stock, the dividend 
must be deemed to be the better secured 
of the two. 

At existing market prices, I would 
choose Pressed Steel Car preferred as 
the better investment and American Car 
& Foundry common as the better specula- 
tive investment—American Car & Foun- 
dry, vol, 24, p. 1015; Pressed Steel Car, 
vol. 24, p. 849. 


A Plan to Make Federal Corporation 
Laws Flexible 


William B. Colver 


Endorses 


Steele Bill for Voluntary 


Statement of Intentions by Business Concerns 


I N an address before the National 
Wholesale Grocers’ Association, Will- 
iam B. Colver, of the Federal Trade Com- 
mission, said: 
“Business is suffering under a very real 
hardship. It is the same hardship that 
President Roosevelt saw when he secured 


the creation of the Bureau of Corporations. 


It is the same hardship which President 
Wilson recognized when he advocated the 
broadening of the functions of the Bu- 
reau of Corporations by the creation of 
the Federal Trade Commission. It is 
this: Laws made to apply to business are 
of necessity inflexible, while business 
changes day by day. What is good for 
one industry is bad for another. What 
amounts to a mortal sin in one industry 
may be actually a virtue in another. So 
it is that we have a body of anti-trust 
laws drawn to meét certain known busi- 
ness sins, but, in the very nature of their 
drawing, so inflexible as to work hard- 
ship. There is agitation for repeal of the 
anti-trust laws. I am certain that public 
sentiment will not consider this, and I am 
just as certain that it would not be wise 
if it were possible to be done. 

“These anti-trust laws are not only in- 
flexible, but the multitude of decisions 
which have been handed down have, of 
necessity, created a zone of doubt through 
which business has to pass, and yet, where, 
each step it takes, it fears a pitfall. 

“Business men consult their attorneys; 
the best that are to be had. They state 
their case. They say what they would 
like to do, and about the best advice they 
can get is ‘try it, and if you get into 
trouble we will do our best to get you out.’ 

“A bill which was introduced in Con- 
gress at the last session, and reintroduced 
in the present session, has appealed to me 
as offering a reasonable solution. The 
author of the bill is Mr. Steele, of Penn- 
sylvania, a lawyer and a business man. He 
proposes in his bill that any concern about 
to embark in any course of conduct may 
come voluntarily (he need not come un- 
less he wants to), to the Government and 
set out clearly just what he intends to do. 
This expression of intention is to be re- 
ceived, and the business concern is to be 


given an acknowledgment of the receipt 
of his declaration. He may then go back 
and carry on his business in accordance 
with his expressed intention, and until 
some citizen shall come forward to com- 
plain either that the public interest or 
business institutions are being definitely 
injured by that course of conduct, the 
fact of his publicly filing his declaration 
shall be a complete defense in any court 
of law or before any government agency 
against any charges of breach of law. 

“It provides further, that if such charge 
is made, full and complete hearing shall 
be had, and if it shall be found that the 
course of conduct is against public inter- 
est, ther the indulgence may be withdrawu, 
and thereafter, the business concern shall 
file an amended plan of conduct or shall 
be amenable to the anti-trust laws. The 
decision may be appealed, for review, to 
the U. S. Circuit Court and to the U. S. 
Supreme Court. 

“That means, then, that if a business 
concern finds and feels that the inflexible 
rules of law are working undue hardship 
upon it, it may escape those rules of law 
so long as it does not hurt another. It 
means that this device is not forced upon 
business, but is sought voluntarily. It 
means that the very worst that could hap- 
pen would be that the business concern 
would be put back in the same position as 
it was before it had invoked the aid of 
Mr. Steele’s device 

“I bel’eve that some such arrangement 
as that would bring to American business 
that flexibility and understanding of in- 
dividual cases as would permit it to ex- 
pand and go forward and continue the 
giant strides that its boundless energy 
indicate that it should take.” 





RUSSIA'S VAST RESOURCES 


“With only one-tenth the world’s popu- 
lation, Russia normally produces 56 per 
cent of the world’s rye, 27 per cent of the 
oats, 25 per cent of the wheat and 14 
per cent of the sugar. Russian waters 
are estimated to hold 30 per cent.of the 
world’s supply of fish."—American Com- 
mercial Association. 
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Nine Thousand Drug Stores Under One Head 


What Happened When Louis K. Liggett Got Mad and Borrowed $150—Saloon.Man’s Poison 
the Candy Man’s Meat—A Fighting Organization 


“I do remember an apothecary,— 

“And hereabouts he dwells. 

“Meagre were his looks, 

“Sharp misery had worn him to the 
bones.” 


HAKESPEARE never met Louis K. 

Liggett, president of the United 

Drug Company, but had he been 
around to meet him some fifteen or 
eighteen years ago, his description of an 
apothecary, above quoted, would have de- 
scribed Mr. Liggett pretty well at that 
time. 

He was an apothecary, had been a drug 
clerk and soda water jerker, and at one 
time was employed in one of the drug 
factories that used to be famous in De- 
troit until Henry Ford came along and 
cast such a glamour over that town that 
nowadays on hearing Detroit mentioned 
we think only of flivvers. 

And so we have Mr. Liggett out in 
Detroit, grubbing along on a small salary 
as a drug clerk, married, and living in a 
low-cost apartment over a corner saloon, 
somewhat down on his luck. Now a man 
can be poor, live over a saloon, and he 
can work hard and squeeze along and be 
fairly happy and contented. Or he can 
sit down and cuss his-luck, get discon- 
tented and dissatisfied, and he can plan 
and scheme and evolve some method to 
lift himself out of his sordid surround- 
ings. 

Few achieve greatness by accepting 
fate. Before a woman can do a good 
day’s washing she has first to get down- 
right mad about something, and then she 
makes the suds. fly. A half-back on a 
college football team isn’t much good until 
opposing players have jabbed him in the 
jaw and soaked him in the solar plexus. 
Then he rares up, mad clear through, and 
soon the crowd in the stadium jumps to 
its feet and cheers him madly as he 
swoops down the field fighting his way to 
the goal posts. 

Louis K. Liggett seems to have been 
one of these discontented, dissatisfied 
drug clerks. He got mad at himself 
and he set his brain a-working devising 
means by which he could break away 
from the dismal grind of a soda water 
jerker and living in a cheap tenement 
over a corner saloon. 


Mr. Liggett’s “Big Idea” 


He knew the drug store business from 
A to Z, and he knew a lot about the 
compounding, manufacturing and prepa- 
ration of drugs and perfumery and toilet 
water, and all that sort of thing. He got 
so mad at himself that after a long day 
at the drug store he would go to bed and 
lay awake half the night scheming and 
planning ways and means by which he 
could better himself. Gradually his nebu- 
lous dreams took definite form, and 
bright and early one fine morning he 
awoke his wife and announced that he 


246 


By JOSEPH F. PRESTON 


had evolved the right dope. He had con- 
cocted a scheme, an idea, and if they 
could manage: to beg, borrow or steal 
about $150 they would beat it for the 








Photo by Brown Bros. 
LOUIS K. LIGGETT 


Founder and head of the United Drug 
Company 


effete East and Boston where new ideas, 
so he had been told, were worth big 
money. 

So Mr. Liggett and friend wife negoti- 
ated a loan of $150, on a note, threw up 
the Detroit job and hit the trail for Bos- 
ton. 

Briefly expressed, the idea that Mr. 
Liggett had evolved was this: Co-opera- 
tive drug stores. That was his funda- 
mental idea, and is the basis on which 
the big business of the Rexall Stores and 
the Liggett Stores has been built up and 
is today conducted. He doped out a name, 
“Rexall,” which means “King of All,” 
and he went to the drug store keepers in 
the smaller cities and towns and he said, 
in effect: 

“Now, here’s a lot of you apothecaries. 
Meagre are your looks. Sharp misery has 
worn you to the bones. What’s the 
trouble?” 

Without waiting for an answer he went 
on much as follows: 

“Let’s form a sort of co-operative 
society of Rexall Drug Stores, one store 
in a town. Then we'll have a central or- 
ganization, executive offices down in Bos- 
ton. We'll establish a drug factory of 
our own, and from this central drug fac- 
tory, and our own warehouse we'll sup- 
ply all these stores, and believe me, we'll 
get costs right down to hard pan. We'll 
have a Rexall Remedy for every ill that 
flesh is heir to. We'll make our own 


medicines in our own factory, from our 
own prescriptions and formule, and we'll 
see all these high-cost medicine fellers in 
Jericho. I tell you, there’s a way to beat 
this hard luck and poor business and 
small profits that you people are stagger- 
ing under.” 

For fertility of ideas few can excel Mr. 
Louis K. Liggett. But mere ideas are 
worth practically nothing. It’s when you 
come to put ideas into execution that real 
money begins to assume considerable im- 
portance. 

Mr. Liggett had the ideas but he hadn’t 
a dollar outside the $150 he had borrowed 
on a note back home in Detroit. But the 
most dense of the apothecaries to whom 
he presented his idea had to admit that 
he had the right dope. He made it so 
plausible that it seemed strange to them 
that somebody hadn’t thought of it be- 
fore. Co-operation is as old as the Pyra- 
mids, but it so happened that Mr. Lig- 
gett was the first man to associate drug 
stores and co-operation. He believed in 
it from the ground up. He knew he was 
right. He knew that any druggist that 
joined with him in this new idea would 
win out, and so thoroughly did he believe 
in it that he made the other fellows be- 
lieve it. He was a tremendous worker, a 
dynamic, live-wire, self-starter, and in an 
amazingly short time he had organized 
some two score drug stores into a com- 
bination known as the United Drug Com- 
pany. 

Mr. Liggett was engaged as general 
manager of the enterprise on a salaried 
basis. Suitable premises were leased out 
near Ruggles street in the Back Bay Dis- 
trict at Boston. Things moved with light- 
ning-like rapidity under Mr. Liggett’s 
direction, and soon the odor of steeping 
cherry bark permeated the neighborhood. 
The compounding and manufacturing of 
drugs and medicines’was under way, and 
the Rexall Stores were operating under 
full steam. 


How the Idea Worked Out 


That was only a short fifteen years 
back, and today the Rexall Stores, Lig- 
gett Stores, and the United Drug Com- 
pany with its sixteen subsidiary concerns 
are going it stronger than ever. It used 
to be that when we picked up an article 
in the stores we looked for the label, 
“Made in Germany.” Nowadays when you 
pick up a piece of candy or a chocolate 
drop you are apt to find the name “Lig- 
gett” stamped on it. It’s “Liggett Cof- 
fee,” “Liggett Tea,” “Liggett Orange- 
ade,” “Liggett Grape Juice” and Liggett 
this and Liggett that. Few people are 
better advertised than Mr. Louis K. Lig- 
gett. 

There are now 8,000 Rexall Drug 
Stores scattered over the United States, 
Great Britain and Canada. In Great 
Britain there are 811 Rexall Drug Stores. 
There are 215 Liggett Drug Stores in 
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this country and 25 in Canada. All of 
the Rexall stores are operated by agent 
stockholders of the United Drug Com- 
pany. The Liggett Drug Stores are oper- 
ated by the Louis K. Liggett Company, 
which is a subsidiary of the United Drug 
Company. 

In the year ending December 31, 1919, 
the United Drug Company reported net 
sales of $58,338,834.16. The Liggett Drug 
Stores did a gross business of $28,981.37. 

Today when Mr. Liggett is declared to 
be one of the bright, rising young men 
of the times—we always seem to find this 
out after the young man has risen, never 
before—it might be well to say that the 
present success of the United Drug Com- 
pany has been achieved only after tre- 
mendous effort, fighting its way from the 
bottom to the top. 

The first few years comprised a tough 
period for the young organizer. Things 
don’t always break right the first crack 
out of the box, and there were times 
when if he had been of a pessimistic turn 
of mind it must have seemed as though 
the Rexall idea were going to smash. The 
wholesale houses and the jobbers laughed 
at him and predicted that the United 
Drug Company couldn’t last much over 
six months. They said it was likely to fail 
inside of a month or six weeks, and they 
fervently hoped it would. As for borrow- 
ing money or getting any accommodation 
at the banks, there was very little doing. 
Mr. Liggett got the frosty mitt about 
everywhere he turned, except from the 
good friends he had made among the 
apothecaries who had accepted his idea 
and turned their shops over into Rexall 
Stores. 

Friends are our biggest assets, and 
when Liggett set out to co-operate he was 
there with all the co-operative stuff ever 
invented, and he originated a lot of new 
stunts. To him co-operation meant more 
than mere empty words. With each of 
his apothecaries he stood ready at all 
times to take the very shirt off his back 
and hand it to his co-operative Rexall 
dealer, to work himself to a mere shadow, 
to put in 18 and 20 hours a day in the 
office and factory. He was so sincere and 
so in earnest, so thoroughly honest, that 
his Rexall dealers turned about and stood 
ready to go the limit in backing him. 

When you have 8,000 co-operative 
agent stockholders back of you, and each 
one a person of considerable importance 
in his community, a merchant, one of the 
leading commercial men of the town, the 
Rexall Druggist, you have a pretty reli- 
able, stable backing. 

Last year the United Drug Company 
voted to sell $7,500,000 new first preferred 
stock. From among the strongest of 
bankers a group was selected to under- 
write the issue for an unusually small 
commission. They did not get a single 
share of the stock. Mr. Liggett’s loyal 
8,000 agent stockholders from his Rexall 
Stores took every share of the stock, paid 
a hundred cents on the dollar for it, and 
paid spot cash. 

The Modern “Drug Store” 

When we- contrast the drug store of 
fifteen or twenty years ago with the 
up-to-date drug store of today we find 
a remarkable evolution. Years ago the 
apothecary shops contained rows of 
glass jars filled with colored liquids and 
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powders that stood on shelves back of the 
counter. The druggist was a man that 
wielded the pestle and mortar and ground 
the drugs before your eyes. He sold you 
patent medicines and pills and postage 
stamps, and filled ddctors’ prescriptions 
for you. His shop windows were deco- 
rated with huge glass jars filled with 
some kind of blueberry blue liquid or a 
yellow compound. An air of mystery and 
the black arts hovered about the place. A 
drug store of today seems to be a com- 
bination of soda fountain, candy counter, 
cigar stand, camera supplies, tea, coffee, 
chocolate, salad dressing, with drugs and 
pilis merely touching on and pertaining 
thereto. 

Just before prohibition came one used 
to read little placards in the barrooms of 
New York, as follows: 

Hush little liquor store, 
Don’t you cry; 

You'll be a drug store 
By and by. 

What has been the liquor store’s loss 
has been the drug store’s gain, and today 
the most profitable part of the drug store 
business is the soda fountain and the 
candy counter. 

In Boston the United Drug Company 
has recently purchased a half-million dol- 
lar structure which is being remodeled 
into one of the finest establishments in 
the world for the manufacture of soda 
fountain apparatus and the different 
drinks supplied at soda fountains. The 
cost of the brilding alone was $471,250. 
For one item, grape juice, the United 
Drug Company acquired last year the 
Schuhle Pure Grape Juice Company, 
which last year sold 100,000 cases of grape 
juice. The cost of this plant was $398,- 
731.57, and this year the company is plan- 
ning on an output of 325,000 cases. It’s 
an ill wind that doesn’t blow somebody 
some good. 
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its own tobacco and manufactures its 
own brands of cigars and cigafettes. In 
volume of business this subsidiary of the 
United Drug Company runs the United 
Cigar Stores a close race. 

We cannot charge Mr. Liggett with be- 
ing the instigator and inventor of the 
modern drug store. From the old apothe- 
cary shop to the elaborately fitted drug 
store of today has been a gradual de- 
velopment and the Riker-Jaynes and 
Riker-Hegeman combinations are really 
responsible for the modern city drug 
store. 

The United Drug Company and the 
Rexall Stores had been going strong in 
the smaller cities and towns for many 
years, but made little headway in the big 
centers of population. The big chain 
drug stores were pre-empting the field. 
Mr. Liggett set up an opposition to them. 
Where there was a strong Riker-Jaynes 
or a Riker-Hegeman store Liggett set up 
a better one on the opposite corner, or 
close at hand. . Those were halcyon days 
for the shopper. The opposing stores cut 
prices to the limit to attract trade. 

Liggett has talent for organization and 
co-operation, and in due time came forth 
with a proposition for absorption of the 
Riker-Jaynes and Riker-Hegeman stores. 
The Louis K. Liggett Company was 
formed and took over the competing 
stores. This corporation, a subsidiary of 
the United Drug Company, now operates 
the 215 Liggett drug stores in this 
country and 25 similar stores in Canada. 

But it is with candy that Liggett has 
made the greatest strides. The big Unit- 
ed Candy Company factories in Boston, 
owned and operated by the United Drug 
Company, are the last word in scientific 
construction and management, and this 
is achieved in a locality where the manu- 
facture of candy has been brought to the 
highest art. In Baltimore the United 


INTERIOR OF A REXALL DRUG STORE 
There are now over 8,000 Rexall Drug Stores scattered over the United States, Great 


Britain and Canada. 


Nowadays when pretty nearly every- 
body is smoking cigarettes the cigar stand 
in drug stores comes next in importance 
to soda water and candy. To operate its 
tobacco business the United Drug Com- 
pany organized several years ago the Na- 
tional Cigar Stand Company, and grows 


In Great Britain there are 811 Rexall Drug Stores 


Drug Company owns and operates the 
Guth Chocolate Company. 

Out in St. Louis the United Drug Com- 
pany, through one of its subsidiaries, the 
United Drug Building Company of Mis- 
souri, is erecting the finest building ever 

(Continued on page 279) 
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Great Northern Railway 
Northern Pacific Railway 








Atlantic Coast Line Railroad 
Illinois Central Railroad 





Will Other Roads Follow Northwestern’s Lead ? 


Reduction in Chicago & Northwestern Railway’s Dividend Rate Brings Rates Being Paid by 
Some Other Roads Into Discussion 


HE action of the directors of Chicago 

& Northwestern Railway in cutting 

the preferred dividend from 8% to 
7% and the common from 7% to 5% lends 
interest at this time to a discussion of 
what the future holds for several of the 
other 7% rails, the apparent position of 
which does not differ greatly from that of 
Northwestern. 

The preferred stock of this company is 
entitled to 7% and the next 3% after the 
common has received 7%. The common 
is then entitled to another 3%, which 
would place both stocks on a 10% basis, 
after which earnings are applicable to 
both classes ratably. The two rates in 
effect prior to the recent reduction were 
the highest ever paid and were initiated 
in 1902. With the exception of two years, 
dividends have been paid at varying rates 
on the preferred since 1864 and on the 
common, with the exception of four years, 
following the panic of 1873. 

Last April the stockholders authorized 
a $500,000,000 mortgage, chiefly to pro- 
vide means for refunding $118,770,000 ma- 
turities between 1921 and 1948. As it is 
desirable to have as broad a market as 
possible for these bonds, it is probable 
that the directors reduced the dividend 
as low as they could without impairing 
the legal feature of the company’s bonds 
in this and other states. 

While the surplus income of North- 
western over a period of years has shown 
a narrower margin than that of most of 
the 7% rails, the action of the stock in 
the market has been better than most of 
the others. In other words, a reduction 
of the dividend of some of the others 
would have occasioned less surprise 
among traders than in the case of North- 
western. This is probably due to the fact 
that the stock is closely held, and the mar- 
ket prior to the announcement gave little 
indication of heavy selling by large in- 
terests. This cannot be said of some of 
the others that are still paying 7%. 

Table I contains a list of four roads 
that are still paying 7%, together with 
Northwestern, showing average annual 
income applicable to stock, average annual 
dividends and average arinual surplus in- 
come, The period covered includes the 
seven fiscal years ended June 30, 1916, 
and the calendar year 1917, the railroads 
having changed their years for account- 
ing. The period of Federal control is 


By DANIEL CUSHING 


omitted, because the income is derived 
from rental which merely reflects operat- 
ing results in part of the period used. 

It will be noticed that the surpluses of 
Northwestern and Illinois Central ran 
about the same, Great Northern and 
Northern Pacific somewhat higher and 








TABLE I,—AVERAGE ANNUAL INCOME, DIVI- 
DENDS AND SURPLUS FOR EIGHT YEARS, 
Average Average Average 
income dividends surplus 
6.25% 4.11% 
7.00 1,90 
2.53 
1,91 
2.95 


TABLE I1.—SOME OF UNION PACIFIOC’S STOCK 
HOLDINGS. 


Present 
rate 


Road 
Atlantic Coast Line... 10.36% 
Chic. & Northwestern. 8.90 








Stock Amount 

Baltimore & Ohio, common.... $3,594,000 

do preferred .. 1,806,000 

Chic, & Northwestern, common 4,420,600 

Chic., Mil., & St. Paul, pfd.. 1,845,000 
Illinois Central 








Atlantic Coast Line considerably higher. 

Some of these roads, including North- 
western, are confronted with another 
problem. During the test period, 30 
months of which is included in the eight 
years used in Table I, Northwestern 
earned 6.13% on its property account, 
Great Northern 6.70% and Northern Pa- 
cific 6.27%. Under the Transportation 
Act, half the excess above 6% would 
have to be surrendered. Atlantic Coast 
Line earned only 5.76%, but this included 
one exceptionally bad year, and this prop- 
erty in any normal period would earn 
more than 6% on its investment. Illinois 
Central in the test period earned 5.48% 
on its property account. 

Of the five roads, three have paid 7% 
for considerable periods, while the rates of 
Atlantic Coast Line and Illinois Central 
have fluctuated a good deai. The former 
paid 7% from 1912 to 1914, dropped to 
5%, then increased to 6% and has paid 
7% since 1917. Illinois Central in the past 
ten years has dropped from 7% to 5% 
and again advanced the rate to 7%, be- 
ginning with 1917. 

Atlantic Coast Line made the best show- 
ing of the five during Federal control. 
In 1918 it earned about 115% of its rental 
and about 72% in 1919—very much better 
than the returns for the roads as a whole. 
Illinois Central earned about 80% of its 
rental in 1918 and less than 30% in 1919. 


Chicago & Northwestern earned a little 
more than half its rental in each year, and 
Great Northern about 45% in each year. 
Northern Pacific earned about 90% of its 
rental in 1918 and about 60% in 1919. 


Atlantic Coast Line 


Atlantic Coast Line is probably in the 
best position of the five. Besides its su- 
perior operating showing, a large part 
of its income is derived from Louisville © 
& Nashville, whose 7% dividend is one of 
the best secured in the railroad list. Al- 
though the earnings of the subsidiary 
were 6.32% on the property account dur- 
ing the test period, income was so ntuch 
in excess of dividends as to permit of a 
considerable recapture without endanger- 
ing the 7%. Moreover, reproduction costs 
of parts of the system show that the prop- 
erty is carried on the books below its 
value. 

In addition to its other manifestations 
of superiority, Atlantic Coast Line stock 
has acted better in the market. I am in- 
clined to think that it has a fair chance 
of coptinuing’on a 7% basis, The position 
of Illinois Central is more doubtful; the 
position of Great Northern and Northern 
Pacific more than doubtful. 

On account of its relationship to two of 
the companies mentioned, Union Pacific, 
although paying 10% rather than 7%, is 
deserving of a reference in this article. 
If this company were permitted to retain 
all its net operating income and had not 
incurred losses in its income from invest- 
ments, there would be no doubt of its 
ability to continue its 10% dividend. 
Whether it can sustain both losses with- 


‘out a reduction in its rate is very doubt- 


ful. 

Table II shows Union Pacific’s holdings 
of railroad stocks at the close of 1919, on 
which losses in income have been or are 
likely to be incurred. Baltimore & Ohio 
is no longer paying its common dividend 
and many persons are of the opinion that 
it should no longer be paying its pre- 
ferred. Chicago & Northwestern has just 
reduced its common dividend 2%. St. 
Paul is not paying on its preferred and is 
not likely to for some time, while a con- 
tinuance of the 7% rate on Illinois Cen- 
tral is at least doubtful. As in the. case 
of some of the 7% rails, Union Pacific 
stock shows distribution by substantial 
holders. 
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A recent strip of tape on which Northwestern, paying 5% dividends, and Great Northern and Northern Pacific, paying 7% 


dividends, appeared togethe 
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Securities We Would Not Recommend and Why 


Suggestions from Members of Our Staff as to Issues They Would Prefer to Avoid Under 


Present Conditions 


NOTE—The brief comments included in this department represent frank personal opinions, which are impartial but of 
course not infallible. If any misstatements or exaggerations are noted by officials or others well informed as to the 
various companies mentioned, we shall be glad to have them brought to our attention so that further investigation 
may be made. The fact that a security is included in the department does not necessarily reflect upon the standing 
of the company or its s. It may be a security of high grade, but in the opinion of the writer, selling too high, 
or likely to be temporarily affected by unfavorable conditio.s. 





Chicago & Alton Railroad—On ac- 
count of the expectation, amounting 
almost to a certainty, of an increase in 
freight rates, a good many people have 
been lured to buy low priced railroad 
stocks, merely because they were low 
priced, and in the belief that they were 
cheap. As a matter of fact, many of 
them have no intrinsic value, and 
prominent among these are Chicago & 
Alton preferred and common. 

This company has a weak financial 
structure from the rails up. In the first 
place, it doesn’t own in fee the most val- 
uable parts of the system, including the 
entrances to Chicago and Kansas City. 
Three of the most important pieces of the 
system are held under lease and the com- 
pany can issue no mortgage or collateral 
debt against them, without first acquir- 
ing the outstanding stocks. 

The property owned in fee, which 
would form only the fragment of a sys- 
tem, is covered by three principal mort- 
gages—the refunding 3s, first 3%s and 
general 6s, in the order named. Interest 
on the general 6s, of which $16,834,000 
is owned by Union Pacific and the bank- 
ers who underwrote the issue, has not 
been paid for two years and is accumu- 
lating ahead of the stock. 

Control of the common stock is held 
by Toledo, St. Louis & Western, which 
is also in default. More than 50% of the 
preferred is owned by Union Pacific. 

Alton’s traffic alliances at Kansas City 
are weak, and could only be strengthened 
by Union Pacific. Union, however, has 
been reluctant to take over Alton, be- 
cause such action would result in inter- 
rupting important existing traffic rela- 
tions that Union enjoys with other and 
stronger roads. 

A reorganization of this company 
seems inevitable, and in that event the 
equity for the stocks is so small that they 
would either be wiped out or required to 
pay more than the equivalent new securi- 
ties would be worth.—R. 


Union Oil Co. of Texas.—The litera- 
ture of this company has been circulated 
by a Kansas City, Mo., brokerage house. 
In one of the gaudier pages, the sponsor- 
ng house oratorically inquires: “What 
ire the attributes that go to make up a 
lesirable speculation?” and then an- 
wers: 

“A desirable speculation should be 
based on a commercial product or re- 
ource of national or international im- 
ortance, whose volume of production is 
sufficient to sustain a broad market with- 
out jeopardizing such market; whose con- 
rol does not represent a monopoly; 
whose manufacture or distribution under 
normal conditions is not extra hazardous 


for JUNE 26, 1920 


or expensive; whose demand exceeds the 
supply, and whose production pays a good 
profit on each ‘turn over’ of invested cap- 
ital.” 

Searching through the remainder of 
the literature, there appears no mention 
of the actual amount of oil now being 
produced by the Union Oil Co., no state- 
ment of the extent of drilling operations, 
and no balance sheet. Therefore, so far 
as I can see, it is impossible to determine 
whether the Union Oil Co. of Texas has 
any “volume of production”; whether its 
control “represents a monopoly”; and 
whether its production “pays a good 
profit, etc.” 

The other “attribute” which the spon- 
sors believe an investor should require 
is that the business invested in be not 
“extra hazardous or expensive.” I would 
relish information concerning any other 
industry in the world more hazardous 
than the oil business (mule-shoeing ex- 
cepted) and, on the average, more ex- 
pensive. 

The sponsors of this company, in my 
opinion, are hoist by their own petard. 


Independent Oil Corporation. — The 
following brief analysis of the “Inde- 
pendent Oil Corporation” was sent in by 
a practical oil man: 

“This company has no production and 
only a few acres in proven producing 
territory. Judging from its literature, its 
backers apparently expect to sell most of 
the stock by grace of the officials’ con- 
nections with cattlemen.” 


North Butte Extension Development 
Co.—This company is a direct succes- 
sor of North Butte Extension Mining 
which was organized in 1906 with a 
capitalization of $5,000,000. In 1907 the 
name was changed to North Butte Exten- 
sion Copper. After two years of un- 
successful and expensive development 
work, it was succeeded by North Butte 
Extension Development. The last com- 
pany was incorporated under the laws of 
the State of Maine. It has a capitaliza- 
tion of $1,500,000 divided into shares of 
$1 par value. The company’s only pres- 
ent property is the Overman claim, the 
Black Crow fractional claim of 2% acres 
and the Clipper and Assay mill sites. 
Most of the ground on which the various 
North Butte Extension companies were 
organized, so far as I can learn, was held 
only under options, subsequently forfeited. 
The Occidental claim- was developed by 
a long cross-cut, but nothing of import- 
ance turned out, and after payments ag- 
gregating approximately $90,000, the claim 


was abandoned. Much of the original 
ground in which some hope was placed by 
the promoters is now owned by other 
companies, including Butte & Superior. 
eAccording to an agreement between the 
company and Butte & Superior, the latter 
drove a crosscut through the Four Johns 
claim and through the entire length of the 
Overman _ claim. Total exploration 
amounted to 3,318 ft. without producing 
any results, after which the work was 
abandoned at the property. 

I would not consider it the part of 
prudence to buy this stock. There are 
numerous producing mining companies, 
securities of which at prevailing low 
prices are more attractive.—W. 


Empire Oil Wells.—This circular as- 
sures us that this stock, now at 15 cents, 
will go to 25 cents; that there is to be 
quick action and “big dividends,” made 
more specific by the statement that “50% 
of all goes to stockholders in dividends.” 
If any enterprise were to pay 50% of re- 
ceipts in dividends with the money situa- 
tion as it is, one would certainly question 
the conservatism of the managers. 

It is likewise worthy of mention that 
despite the high cost of printer’s ink, 
four extra large pages, containing perhaps 
some 10,000 words, do not have room to 
tell us precisely where the company’s 
leases and acreage are located. 

As is to be expected, we are treated 
to all sorts of statistics about the money 
other people have made in the oil business 
—which is more or less interesting but not 
relevant. The great display given to a 
group of Government figures on the oil 
business almost makes one look for signed 
recommendations of the company by the 
President and the Cabinet. The Saturday 
Evening Post, even, is impressed into 
service to help sell the stock by virtue of 
quotations from an article on oil million- 
aires. In short I would recommend this 
stock as a very good one to let alone. —G. 


Texas Atlanta Oil Co.—A subscriber 
sends us some literature of the Texas At- 
lanta Oil Co., and says: 

“Here is a chance for you to get rich. 
Why work for a living?” 

The “offering” is described in many 
sheets of vari-colored ink. The blue sheet 
says: “We're back again. If you fol- 
lowed our advice and purchased stocks, 
you know the Bankers’ & Merchants’ Pe- 
troleum Co. has made good, for this com- 
pany is paying dividends every month. 
All right. You either missed an oppor- 
tunity the first time or you did not.” 

We did not—D. 
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Delaware & Hudson R. R. 





The Question of D. & H.’s Future Dividend Rate 


In View of the Limitation of Income to 6% on Property Investment and Higher Interest 
Charges, Is the Present 9% Well Secured? 


F the Delaware & Hudson Company 
continues to pay 9% in dividends, its 
stock around 92 is one of the best 

bargains in the railroad list. Admittedly, 
the “if” is a big one; just how big, it is 
my purpose to inquire. 

The operating showing of Delaware & 
Hudson during Federal control has been 
over-stressed and made rather too much 
of marketwise. If the present price of 
the stock truly reflects the company’s 
position and prospects, the causes must 
be sought further. 

In 1918 the company’s net operating 
income was $2,446,253 and in 1919, $z,- 
046,122. Either sum, with other income 
added, would have been inadequate to 
meet fixed charges. But the road lost the 
cream of its business. This consisted of 
train-loads received from Pennsylvania 
at Wilkes-Barre and delivered to Boston 
& Maine for distribution in New England. 
The business was not only large in gross 
but the most profitable handled by the 
company. The diversion was a tempo- 
rary war measure and its effect must be 
disregarded in estimating the future. 

The same conditions that hamper the 
New England roads and some of the 
Eastern roads do not operate in the case 
of Delaware & Hudson. Its investment 
in terminals is not large, nor has it large 
terminal costs. Its short-haul traffic is 
not disproportionately large. With these 
favorable factors, no reason appears why 
Delaware & Hudson should not be able, 
under higher rates, to earn an operating 
income comparable with past years. 

This company, in common with many 
other Eastern roads, experienced one of 
its worst operating years in 1917, the 
result of which was to drag down the 
average net for the test period. This 
was $7,415,149, but if 1917 be eliminated 
the average net for many years past was 
nearer $8,000,000. 

Thus, judging the property by its past 
performances, it seems reasonable to as- 
sume that Delaware & Hudson, under a 
basis of rates that would provide 6% 
on the aggregate property investment of 
all the roads in the Eastern Region, would 
be able to do somewhat better than it did 
in the test period. 

The question, then, is not how much 
Delaware & Hudson can earn, but how 
much it can retain. 


Property Investment 

The Commerce Commission has not 
announced its findings on the reproduc- 
tion cost of Delaware & Hudson, and the 
company, in common with most of the 
others, issues no consolidated balance 
sheet. Such figures as are available from 
the company’s reports show only the prop- 
erty investment of Delware & Hudson 
proper and improvements to leased lines 
since 1907. 

‘Paul M. Warburg, in evolving a plan 
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By DANA HYDE 


for a Railroad Act, ‘fixed the average 
property investment of Delaware & Hud- 
son during the three years of the test 
period at $103,023,000. As Mr. Warburg 
is associated with the firm that acts as 
the company’s bankers, it is probable that 
his figures may be accepted. Some in- 
vestments have been made since the test 
period but they have not been large. 
Under the transportation act of 1920, 
carriers must refund half the excess over 
6% on their property investments, at 
first, and on their official valuations, later. 
If Delaware & Hudson earns 8% on 
its property investment, as it did for 
many years prior to 1917, it would be 
permitted to retain 7%. This com- 
pares with 7.29% under standard return, 
on the basis of Mr. Warburg’s figures. 
In other words, the probabilities indi- 
cate that Delaware & Hudson will be 








DIVIDENDS AND PRICE RANGE OF STOCK. 
Di High. Low 


188% 
153% 
149 
149 
1784 
189 
123% 
141% 
168 
149% 
159' 
62 


*Rate for first quarter, 








able to earn more than standard return 
and will be permitted to retain less. 

Coming to the subject of other income, 
the uncertainties here are even greater 
than with operating income. Delaware & 
Hudson is a veritable department store. 
Directly or indirectly, it operates, besides 
railway lines, anthracite mines, iron 
mines, a maze of traction lines, steam- 
boat lines and hotels. None of the sub- 
sidiary companies reports separately. 
Some of the enterprises have not been 
profitable; some of them have been very 
profitable. In the cases of some of the 
profitable ventures, Delaware & Hudson 
has been putting back earnings into the 
development of the properties. In these 
cases, of course, the results would not 
show in the parent company’s income 
statement. 

Until 1916 other income fluctuated for 
a long period from $1,750,000 to $2,00U,- 
000. In that year it fell to $1,108,000 but 
increased in 1917 to $4,790,000. Other 
income last year was $3,467,918, but this 
included some lap-over items. Some of 
these fluctuations were due to changes in 
methods of accounting between Delaware 
& Hudson and Hudson Coal Company, 
as well as to the practice of depending on 


subsidiary or affiliated enterprises to 
make up whatever might be lacking in 
railway operating income. 


Dividends Will Be Affected Eventually 


While the management for a few years 
might dip into these accumulations for 
the purpose of making up deficiencies in 
income from railway operations, the 
time would come when it would be no 
longer possible to do so. In other words, 
railway operations must always form the 
major part of income and eventualiy 
affect dividends. 

Delaware & Hudson’s rentals and leases 
run about $2,000,000 a year and fixed 
interest about $3,000,000. Corporate ex- 
penses, shown as a deduction from gross 
income in 1918 and 1919, became an oper- 
ating expense on March 1, 1920. In- 
terest is certain to increase in the future. 

For a small company, Delaware & 
Hudson has a good many close maturi- 
ties that must be refunded at higher rates. 
The $9,000,000 5% notes maturing August 
1, 1920, have already been provided for 
through the issuance of $10,000,000 10- 
year 7% notes. Against a former charge 
of $450,000, the company will be saddled 
for ten years with a charge of $700,000, 
an increase of $250,000. 

An issue of $2,000,000 divisional bonds 
matures May 1, 1921, but as they bear 7% 
little should be lost on the refunding. 
Equipment bonds bearing 4%% are out- 
standing to the amount of $8,000,000. 
These mature July. 1, 1922, and, while 
money is not likely then to be as high 
as now, neither is it likely to be as easy 
as it was in 1907, when this issue was 
put out. The indenture provides that 
the sinking fund may be used to retire 
these bonds or for purchase of other 
equipment or bonds.’ As some equipment 
has been purchased, a part of the issue 
will probably have to be refunded. In 
addition, the company will have about 
$4,350,000 National Equipment Trusts 
bearing 6%, which is higher than the 
average rate it now pays on its fixed 
obligations. 

If Delaware & Hudson is held down to 
7% on an investment of $103,023,000 as 
railway operating income that can be 
retained, with other income running as 
it has the last few years and fixed charges 
somewhat higher, the margin after pay- 
ing 9% on the stock would be very small 
and hardly justify such a rate. 

Meantime, at 92, the stock has already 
discounted a cut in the rate to about 7%. 
Of the other roads having a 7% rate 
well secured, Louisville & Nashville is 
selling around 100 and Norfolk & West- 
ern around 90. In normal times, Delaware 
& Hudson stock, firmly established on a 
7% basis, would be worth more than 92. 
In 1901, when the company was paying 
only 7%, the stock sold as high as 258. 
—Vol. 25, p. 708. 
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American Bosch Magneto Corp. 





Producing Half the World’s Magnetos 


American Concern Is Outgrowth of German Company Seized by Alien Property Custodian— 


WING to the extensive building pro- 
gram of automobile concerns through- 
out the United States and Canada, 
which will naturally call for much new 
equipment, the prosperity of the automo- 
bile accessory companies is expected to be 
as great this year as in 1919. A good ex- 
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ample of the active business being enjoyed 
by these companies is the American Bosch 
Magneto, which, in the second quarter of 
the current year, had unfilled orders 
amounting to $8,000,000, or more than 
the total output for the previous year. 
The present American Bosch Magneto 
is the direct successor of a business orig- 
inally formed by Robert Bosch in Stutt- 
gart, Germany, in 1885. When the Ameri- 
-an demand for the company’s products, 
including instruments and electrical de- 
vices of many kinds for use in the auto- 
motive industries, reached very large pro- 
portions, the Robert Bosch New York, 
Inc., was organized in the United States. 
The principal function of the organization 
was the distribution of the products mat:- 
ifactured by the parent company in Ger- 
many. In 1909 the company acquired 
property at Springfield and erected a 
manufacturing plant there, which began 
operations on a large scale in 1912. The 
land is situated partly in Springfield and 
partly in Chicopee, Mass., covering an 
area of approximately 8% acres, upon 
which are erected the main factory build- 
ing and boiler house with equipment and 
machinery. All of the plant buildings are 
of modern fireproof construction. In 
addition, the company owns a frame 
building for employes’ recreation and en- 
tertainment. This property is located on 
the Boston & Maine Railroad, and has a 
siding, running direct to the plant. The 
company further owns 2% acres of land 
in Plainfield, N. J., and a $700,000 fac- 
tory and sales office in New York City. 
After America entered the war, the 
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Business Has Grown Sharply 


By HOWARD W. ALAN 


Alien Property Custodian seized the 
Bosch corporation’s entire capital stock 
and certain patent rights, all of the cor- 
porate powers, assets, business and prop- 
erty. All this was subsequently sold to 
the American Bosch Magneto Corpora- 
tion, which was organized under the laws 
of the State of New York, January 9, 
1919. The latter company consequently 
assumed all the liabilities of the old Bosch 
Magneto, the owners of which, however, 
brought suit to recover their property. 
They based their claims upon affidavits 
alleging that the concern had been un- 
lawfully seized and sold for an amount 
aggregating a little over $4,000,000, 
whereas the actual value is placed at more 
than $16,000,000. The plaintiffs further 
stated that the entire transaction was “by 
fraud and duress.” At present it is im- 
possible to predict the outcome of the 
suit. Officials of the present organization 
are confident that the deal was entirely 
within the, however, and therefore fear 
no legal entanglements. 


Earnings and Dividends 


In view of the steadily growing output: 


of magnetos and the strong financial posi- 
tion of the company with almost $5,000,- 
000 quick assets readily convertible into 
cash, against quick liabilities totaling only 
$250,000, the increase in the dividend rate 
from 6 to 8, and recently to 10%, seems 
justified. The original company, the old 
Bosch Magneto, paid dividends at the 
rate of 25% per annum on its stock from 
1906 to 1913 inclusive, and current earn- 
ings of the present company are running 
at considerably higher figures than in 
those years. Judging by the output of 
magnetos for the first four months of the 
current year, which amounted to some- 
what more than 70% of the entire pro- 
duction of the previous year, more than 
50% of the world’s total production of 
magnetos will come from the Bosch fac- 
tories. 

More than 100,000 high-grade magnetos 
of the high tension type were turned out 
in the first quarter ended in March, and 
production in April amounted to about 
40,000, making a total of 140,000 mag- 
netos for the first four months, or an 
average monthly production of 35,000, as 
compared with an average monthly out- 
put of only 17,250 in the corresponding 
period of 1919, or an increase of more 
than 108%. 

Barring unforeseen difficulties, net 
earnings available for the 99,600 shares 
of common -stock outstanding, after the 
payment of a 20% stock dividend, should 
approximate $1,600,000, or more than $16 
a share after Federal taxes and fixed 
charges, as compared with $13.55 earned 
in 1919 on the 60,000 shares of no par 
value then outstanding. This estimate is 
based on the results of operations during 
the first quarter of 1920, and the subse- 


quent months when average monthly 
earnings prior to the payment of Federal 
taxes were considerably in excess of 
$175,000. In the light of these figures it 
should not be difficult to maintain the 
stock on the $10 annual basis, particu- 
larly since the amount of unfilled orders 
on the company’s books is growing from 
mionth to month, aggregating more than 
$8,000,000 at the beginning of May 
against $7,000,000 on February 1. 

In the light of these factors, it appears 
that the financial position of American 
Bosch Magneto is very favorable. Hav- 
ing been organized with a relatively small 
capitalization, and having a working cap- 
ital of $4,450,000, equivalent to about 
$44 a share, the company seems to have 
very good prospects. This is especially 
true, if one bears in mind that the com- 
pany has no funded debt. 

The 7% serial notes of the corpora- 
tion maturing January 15, 1921, and Jan- 
uary 15, 1922, were called for redemp- 
tion on January 15, 1920, at 101 and 
accrued interest. The notes, dated Jan- 
uary 15, .1919, amounted to $1,800,000, 
due $600,000 each January 15, 1920 to 
1922 inclusive. 

From a stock market standpoint it ap- 
pears that the present price of around 
$115 is somewhat too high. Intending 
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purchasers might do well to wait for a 
substantia) technical reaction before mak- 
ing commitments on the grounds of gen- 
eral market conditions. 





U. S. COAL SUPPLY 


S. M. Darling, of the U. S. Bureau of 
Mines, estimates the supply of minable 
coal in the U. S. at 3,533,637,100,000 tons. 
Consumption in 1919 he puts at 530,000,- 
000 tons. 
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General Asphalt Co. : 





““Genasco” Becomes a Manufacturing Proposition 


Miscellaneous Business Now Biggest Department in Company’s Organization—South American 
Oil Properties Have Great Possibilities 


HE most interesting feature of the 
General Asphalt Co. is the fact that, 
whereas average weight of asphalt 

sold in 1912 and 1913 was about 310,000 
tons, which is nearly twice the 1918-1919 
average of, roughly, 145,000 tons; and 
while average gross business in the years 
1912-1913 exceeded by over $1,000,000 the 
gross business done in 1918 and 1919, yet 
the net earnings of the company whep 
compared for the two periods mentioned 
shows an increase in the last two years. 
This feature, called to my attention by 
local brokers specializing in the shares of 
the General Asphalt Co., becomes all the 
more surprising when it is noted that, 
over the same period, the business done 
by the General Asphalt paving department 
declined from above $4,500,000 to less than 
$500,000. Under the circumstances, the 
interests whose suggestions are followed 
here seem entirely justified in saying, 
“Something has certainly happened!” 


Is “Miscellaneous Business” the Answer? : 


In the effort to unravel the basis of this 
remarkable financial performance . the 
natural course was to delve further into 
the last annual report of the company. 
Right here it is satisfactory to note that, 
in their report, the officets of the General 
Asphalt Co. have taken pains to present 
so far as was possible a complete descrip- 
tion of their company, including official 
tabulations of the distribution of business 
as well as full information regarding the 
operation of the various departments. 

Table II, herewith, represents a sum- 
mary of these tabulations. An inspection 
of it discloses that, whereas the asphalt 
business has increased only slightly since 
1912 and the paving business has decreased 
heavily, “miscellaneous business” has risen 
almost 70%. In the light of this informa- 
tion, the company’s firm financial progress 
in recent years becomes less of a mystery. 

Probably very few observers—perhaps, 
even, very few of its stockholders—realize 
the scope of the miscellaneous business 
department of the General Asphalt Co. 
Undoubtedly, the fact that there are many 
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uses for asphalt besides topping road con- 
struction is well enough known, but the 
real scope of the business is probably 
little understood. Here, very briefly, are 
some of the products of the General As- 
phalt Co.: Bermudez Lake Asphalt, Gil- 
sonite (a wholly bitumen mineral mined 
in Utah and transported by the General 
Asphalt Co.’s Uintah R. R.), waterproof- 
ing asphalts, paints and fabrics, roofing 
asphalts, asphalt tile cement, slate-surfaced 
shingles with asphalt body, expansion 
joints, pipe coatings and miineral rubber. 








TABLE I,—GENERAL ASPHALT CO. 
Average Tonnage Average Gross Average Net 
Period Asphalt Sold Business Earnings 
1912-13 310,812 $15,137,825 $1,323,725 
1918-19 145,771 14,021,500 1,336,700 


TABLE II.—GENERAL ASPHALT CO. 


Volume and Distribution of Business. 


Paving Miscellaneous Total 
$1,468,055 
1,278,410 


Year Asphalt 
1912 $9,009,810 $4,517,959 
1918 9,742,853 4,258,088 
1914 7,155,081 

1915 7,924,174 

1916 9,404,892 

1917 10,757,832 ,262 

1918 11,545,449 y 18,287,492 
1919 12,174,264 14,755,610 


$14,995,323 
5,279,352 








In addition, General Asphalt, through 
the Iroquois Works of the Barber Asphalt 
Paving Co., manufactures huge asphalt 
mixers of numerous types as well as road 
rollers. 

The latest field to be entered by the 
General Asphalt Co. is the manufacture 
of asphaltic shingles. The shingles are a 
four-layer “sandwich” of asphalt—asphalt 
saturated felt—more asphalt-crushed slate. 
Without mentioning figures, the local 
office of the company is very much im- 
pressed by the success already registered 
in the shingle business. Certainly, the 
durability of the product, when compared 
w'th the old-style wooden slabs still cling- 
ing to so many million American homes, 
is apparent. It possesses the added com- 
mercial advantage of being absolutely fire- 
proof. 

These products, then, constitute the mis- 


cellaneous business of the General Asphalt 
Co. As their number would indicate, the 
company has already merged from an 
asphalt-producing and road-paving com- 
pany into a manufacturing proposition. 
In this regard, President Sewall said in 
the last annual report: 

“The company has been withdrawing 
from the business of contracting for and 
laying pavements. It has discarded nearly 
all its many paving plants and changed its 
business from paving during eight months 
each year, into a producing, manufactur- 
ing and selling corporation engaged in all- 
year-’round business. As.much or more 
paving is still being done each year with 
the company’s asphalts, but by customers 
of the company instead of by the company 
itself.” 

The president amplified the foregoing 
by noting that the company’s asphalt sales 
had increased from $3,000,000 in 1903 to 
$12,000,000 in 1919. This last becomes 
more interesting when it is noted that the 
company’s manufactures largely require 
asphalt or asphaltic products. 


Asphalt’s Oil Connections 


In its own name, or through its associa- 
tion with other companies, the General 
Asphalt promises to keep well ahead of 
the crowd in the exploration of the oil 
fields of South America. 

Explorations for oil in various sections 
of the southern continent have been car- 
ried on extensively for some time now. 
Colombia has been the scene of the great- 
est activity thus far. The leaking out of 
news concerning the proven acreage in 
this republic has been followed by such 
a degree of competitive bidding, it is said, 
as to have inflated values in some parts 
beyond reason seriously ‘obstructing the 
progress of substantial corporations. 

To a degree the same frenzy has ruled 
in the Venezuelan fields where the prop- 
erties of the Lake Maracaibo basin are 
popularly believed to contain a subter- 
ranean sea of oil. However, in this dis- 
trict the most likely acreage has long 





PANORAMA OF TRINIDAD ASPHALT LAKE 


This remarkable lake occupies an area of some 114 acres, bordered by lew hills. The crude asphalt is broken out in large 
pieces and carried on the heads of the negro laborers to the cars 
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intrenched is the Royal 

bine. It is with this ri 

eral Asphalt Co., through its 

ings or other interests, is associated. 

The General Asphalt Co. owns 248,255 
of the 500,000 ordinary shares of the Bur- 
lington Investment Co., Ltd. (par value 
£1). 

The Burlington Investment Co. owns 
all of the issued $2,100,000 par value stock 
of the Caribbean Petroleum Co. Also it 
owns three-quarters of the capital stock 
of the Colon Development Co., Ltd., and 
controls the Venezuelan Oil Concessions, 
Ltd. 

Its holdings in the Burlington Co. en- 
title the General Asphalt Co. to about 
25% of the Burlington earnings over and 
above dividends on that company’s out- 
standing preferred stock. 

The Burlington Investment Co., Ltd., 
is understood to control the Curacao 
Petroleum Co., which, in turn, operates a 
large refinery on the island of Curacao in 
the Caribbean Sea. Transportation diffi- 
culties have prevented the shipment to 
the Curacao refinery of the full productive 
capacity of the Mene Grande field, but 
it is expected that this condition will be 
remedied to a great extent during the 
current year. If so, the earnings of the 
Burlington Investment Co. and, thereafter, 
of the General Asphalt Co., should largely 
increase. 

It is stated that, up to very recently, 
eight wells had been sunk in the Mene 
Grande field. Provision for further de- 
velopment is tersely referred to by Presi- 
dent Sewall in his remark, “Additional 
wells have been drilled during the year 
under review (1919) with more author- 
ized for 1920.” The Mene Grande field is 
described as embracing nearly 140 square 
miles of oil land, producing crude of be- 
tween 15° and 17° Beaume, worth from 
$2.50 to $2.75 a barrel. 

The development of the Caribbean 
Petroleum Co. referred to above has been 
affected by the General Asphalt Co. in 
conjunction with Shell interests. General 
Asphalt has advanced large amounts to 
the Caribbean Co., said to be more than 
$1,250,000, and these advances have since 
been partially liquidated through the tak- 
ing up by the General Asphalt Co. of 
proportionate amounts of Caribbean stock. 
The confidence placed in the enterprise by 
the General Asphalt Co., aside from the 
good judgment inherent in its own organ- 
ization, is borne out by the fact that the 
Royal Dutch-Shell group has also en- 
gaged in the Caribbean development but 
on a scale about three times as large. The 
Caribbean properties include more than 
470,000 acres in Venezuela, situated for 
the most part in*the Maracaibo basin. 
According to a certain interest who has 
been following the situation very closely, 
two very promising fields have been 
located on the properties and at least four 
wells drilled. Development work here has 
not been pushed energetically in recent 
months, owing to the necessity of expand- 
ing the Curacao refinery as well as be- 
cause of the transportation difficulties en- 
countered. However, with these obstacles 
overcome, a substantial production of not 
less than 27° Beaume can be expected. 

There are numerous other links, ap- 
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parently, in the impressive chain of oil 
holdings and oil interests of the General 
Asphalt Co. Since they are confined, how- 
ever, to a great extent to less important 
companies these rumors need not be dis- 
cussed here. 

The important point with regard to the 
Venezuelan oil department of the General 
Asphalt Co. is that the company is known 
to have tremendous acreage in fields ap- 
proved and now being exploited by a 
world group—the Royal Dutch-Shell com- 
bine. Should production be brought in 
on the scale interests familiar with the 


Maracaibo field confidently expect, it only 
remains for General Asphalt to construct 
or obtain transportation facilities in order 
to take its place as one of the great com- 
mercial petroleum dealers of the world. 

General Asphalt stock is being traded in 
on the New York Curb and the Phila- 
delphia Exchange. It has sold in recent 
months from a high of 160 to as low 
as 62%. At this writing it appears to be 
in strong demand, having recently re- 
covered to above 77. The stock ean be 
bought on weak spots with considerable 
confidence. —Vol, 25, p. 772. 


Is There Big Money in Candy? 


(Continued from page 243) 


of which $3.68 a share represents good- 
will, value of leases and other intangibles. 
Working capital for each share amounted 
on the 1919 balance-sheet to $4.25, over 
half of which consisted of inventories 
now appreciated in price. 

At current prices of about $17 a share, 
Loft seems to be the best of the three 
manufacturing corporations discussed so 
far, as its earnings seem to be definitely 
on the up-grade, it has financial backing 
of the first order, is well-seasoned as a 
going business, and covers every phase 
of the candy business. Its present price 
is near the lowest point of 14 that it 
reached, and it appears to have been 
thoroughly liquidated. 


United Retail Candy Stores 


This company is an outgrowth of the 
“United” group—United Cigar Stores 
begat United Retail Stores, and United 
Retail Stores begat United Retail Candy 
Stores.. The latter enterprise, started last 
June, began by absorbing the Fuerst & 
Kramer concern, operating in the South, 
as manufacturers and distributors. Early 
this year it took over the Chocolate Prod- 
ucts Company, of Newark, N. J. 

The company has achieved a good deal 
of publicity lately in its successive open- 
ings of its New York stores, the first of 
which was advertised as the “largest 
can“y store in the world.” To date some 
eight of the stores have been definitely ar- 
ranged for, and leases on over a half- 
dozen other locations are being negotiated. 
Of course the earning power of this part 
of the company’s business is uncertain, as 
the first of the stores was opened May 1 
of this year. 

The Fuerst & Kramer plant has a ca- 
pacity of 2,000,000 pounds a year, and is 
said to be earning at the rate of $100,000 
a year, with possibilities of increase be- 
cause of economies of large-scale business. 
It has four stores in New Orleans, and is 
expanding into Mobile, Montgomery and 
other Southern cities. 

The Chocolate Products Co. is a much 
bigger enterprise, employing 600 persons 
and producing 35,000 pounds of choco- 
late daily. This company, too, is esti- 
mated to be earning $100,000 a year. Some 
significance may be attached to the fact 
that Mr. Guth, president of the Chocolate 
Products Co., has joined the United Re- 
tail Candy Stores organization and re- 
invested the proceeds of the sale of his 
business in Retail Candy stock. 

The company’s policy appears to be to 


attach to its own organization the execu- 
tives of the firms which it takes over. It 
has also announced a cautious attitude in 
view of the present high prices of real 
estate and leases. 

While no financial statements have as 
yet been given out, an official of the com- 
pany has stated that it has about $7,- 
000,000 in cash. This would indicate a 
strong financial position, and being almost 
$7 a share of $10 par value would sug- 
gest little room for over-capitalization. 

The company has authorized 1,250,000 
shares of $10 par value, of which 400,000 
are “founders’ shares” and are held by 
the United Retail Stores Co., which ac- 
quired them at $1 a share. The re- 
mainder, called “Class A” shares, were 
largely subscribed to by United Retail 
Stores stockholders at par, and at last 
reports, some 607,000 of them were out- 
standing. To date no dividends have 
been declared on them. 

The company of course is still a highly 
speculative affair because so little of defi- 
nite fact is known about its asset values 
or earning power, as well as because it 
is a new and untested enterprise. The 
strong cash position of the company, its 
powerful financial backing, and its ab- 
sorption of already established going con- 
cerns, are points in its favor, but on the 
other hand it mus: be remembered that 
it represents a pyramiding of one corpora- 
tion on top of another, starting with 
United Cigar Stores, and that in such 
cases it is quite likely that common stock 
equities are a long ways from the actual 
assets. At current prices around 14 we 
feel the stock has some spetulative possi- 
bilities over the long pull, but would 
scarcely let our enthusiasm carry us fur- 
ther than that—Sweets Co., Vol. 24, p. 
1148; Cont’l Candy, Vol. 24, p. 1148. 





PUBLIC SPENDING LESS 

According to statements issued by the 
United States Treasury Department, 
people are rapidly getting over their post- 
war extravagance. It is noticeable 
throughout the retail world that people 
are buying with less frequency and 
greater discrimination. It is to this fact 
that the economists are ascribing the 
threatened fall in prices, said to be a 
near certainty. Apparently, the public has 
only just begun to rouse to the fact that 
high prices are directly traceable to its 
own desire to get rid of money, and that 
they will fall only when the public itself 
gets tired of paying excessive prices. 





Public Utilities Rounding 


Traction and Gas Companies in Emaciated Condition—Electric Companies Prosper in Spite of 
High Costs—Big Possibilities in Water Power—Telephone Companies Fairly Treated 


TTENTION has recently been sharply 
focused upon the railroad problem, 
and it is generally admitted that the 

breakdown in service and morale has been 
largely brought about by the period of 
slow starvation which the roads have ex- 
perienced since 1910, when the Interstate 
Commerce Commission took over the 
function of rate-making on a national 
scale. During the era of rising costs 
brought about by the war, local public 
utilities have suffered even more than 
the railroads, and while the total 
investment in utilities is estimated at 
about $15,000,000,000 as compared with 
$20,000,000,000 for the railroads, the re- 
sults, being local and sporadic, have 
caused less agitation. The President has, 
it is true, appointed a special commission 
to investigate the problem, but the report 
of this body may come almost too late to 
be of service. 

From present indications, however, pub- 
lic utilities have passed the crisis. Com- 
missions and local authorities throughout 
the country, with the notable exception of 
the New York City authorities, have in 
many cases accepted the inevitable and 
granted increases sufficient at least to allow 
the companies to eke out an existence and 
avoid receivers’ hands. Costs of mate- 
rials have increased less rapidly during 
the past year (with the possible exception 


of wooden articles), and with wages ad-- 


vanced to correspond more closely to liv- 
ing costs, strikes have been less frequent. 

Stone & Webster, who manage a large 
number of utilities, recently issued an op- 
timistic statement indicating that, in their 
opinion, the peak of operating costs had 
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been passed and that the companies would 
now be able to finance their needs. The 
amount of new financing is indicated by 
the following figures: 


Total Stocks and Bonds Issued by Public 
Utilities 


1920 (Five mos.).... 255,000,000 
While these figures include refunding 
issues, it is evident that much is now be- 
ing done to bring about’ the needed. re- 
habilitation of the companies. 


Position of the Tractions— 

Of the various groups of public utili- 
ties the street railways have fared by far 
the worst, fer the reason that the nickel 
charge for transportation has been so 
firmly fixed by custom, legislation or fran- 
chise provisions. Moreover, there is the 
psychological factor to contend with, for 
in many instances when the company has 
finally succeeded in gaining an increase 
of an extra cent or two a large part of 
the public has preferred to walk rather 
than pay the increased fare, and in some 
instances organized boycotts have oc- 
curred. 

The development of the so-called Bos- 
ton plan, with rates fixed on a cost-plus 
basis, affords an interesting study in the 
economics of price-fixing. In 1916 and 
1917 the number of passengers increased 
at the rate of about 18,000,000 annually, 
but in 1918, with a fare averaging close 
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to six cents, traffic dropped 32,000,000, and 
in 1919, with average receipts of nearly 
nine cents, another decrease of 24,000,000 
took place. Thus the road in 1919 lost 
perhaps 90,000,000 passenger fares which 
it could have had by normal growth, and 
costs per unit increased as fast as the fare 
increased. Recently large wage increases 
have been granted and an increase in fare 
from ten to eleven cents is being consid- 
ered, while the company continues to re- 
port monthly deficits—interest and divi- 
dends being temporarily provided for by 
special taxes levied under the provisions 
of a state law. It seems possible that bet- 
ter results might have been obtained had 
the trustees raised fares more slowly, 
since the smaller traffic automatically 
increases the load of overhead cost per 
unit. 


Philadelphia R. T. Refuses an Increase! 


The policy of the Philadelphia Rapid 
Transit Company affords an interesting 
contrast to the Boston plan. Under 
President .Mitten the company has used 
every possible device to stimulate traffic 
through betterment of the service, while 
retaining the nickel fare. Indeed, at the 
present time the company is engaged in a 
controversy with the city to prevent a six- 
cent fare being imposed upon it by the 
Mayor, who desires new lines built by 
means of an increase in fare. In spite of 
its adherence to the humble “jitney,” the 
company’s gross revenue has increased 
75% in the past nine years compared with 
about 90% for Boston Elevated. The 
number of passengers carried by the lat- 
ter has declined 5% in the past five years, 
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while the Philadelphia trolleys now carry 
44% more patrons—the average Phila- 
delphian now indulging in 400 trips an- 
nually as against 288 in 1910. The profit- 
sharing system devised by President Mit- 
ten has doubtless been a considerable fac- 
tor in holding down expenses as well as in 
increasing revenues, as more than half 
the employees have been in the service 
over five years and a high standard of 
efficiency is thus maintained. In 1916 
the company inaugurated dividends of 5%, 
which have been paid steadily since, in 
spite of the difficulties with which most 
tractions have had to contend. 

The situation of the New York utili- 
ties, and their desperate struggle for an 
increased fare, has frequently been de- 
scribed in THE MAaGAzINE oF WALL 
Street. The recent increase in traffic has 
tided the Interborough over its present 
difficulties, but the problem remains a 
serious one. 

Boston has an increased fare—and 
doesn’t know how to use it; Philadelphia 
doesn’t want it, but may have it forced 
upon her; New York wants it and can’t 
get it! Which indicates that the problem 
is not as simple as it may appear to strap- 
holders or to stockholders. 

Fare Increases Average 30% 

Taking up the position of the tractions 
throughout the country, we find that in 
cities representing about 70% of the total 
population served there have been granted 
increases in fare as follows: 

6c fare in 185 cities 
7c “ “ 147 “ 
8c a 
9c 1 
10c ee 

On the basis of these figures, and in- 
cluding the territory in which the five-cent 
fare still survives, the average fare for 
the whole country would figure out at 
about 6%c, or an increase in the neigh- 
borhood of 30%—as against a general de- 
crease in purchasing power of 100%. The 
inadequacy of the relief thus far granted 
is evident from the fact that 48 companies 
went into receivership last year.. In March 
of this year, however, there were still 
pending applications for increases in 
forty-five cities and it is probable that 
within a year or two many of the traction 
companies will be able to make up some 
of their deferred maintenance and to pur- 
chase the new equipment which they need. 
Some of the companies with more pro- 
gressive managements have experimented 
with economy devices such as the one- 
man car, the skip-stop system, etc., but 
none of these methods have been widely 
adepted and results from them are not 
yet apparent. 

Telephone Companies Holding Their Own 

During the war the properties of the 
principal telephone, telegraph and cable 
companies were taken over by the Gov- 
ernment and operated by the Postmaster- 
General in somewhat the same fashion 
as transportation facilities were operated 
by the Director-General of railroads. 
The financial guarantees thus afford- 
ed enabled the companies to pass 
through the period of rising costs with- 
out much difficulty, and meanwhile ap- 
plications were made to the various 
state commissions to permit increases 


tor JUNE 26, 1920_ 


in rates. President H. B. Thayer of the 
American Telephone and Telegraph Com- 
pany recently stated: “The actions of the 
State Commissions have been almost uni- 
formly intelligent and fair. In nearly all 
cases the anticipated adjustments in rates 
have been made and in the few cases 
where action is still pending satisfactory 
decisions are confidently expected. . 
The Bell system is in a most satisfactory 
condition with loyal employees, reason- 
able revenues, a rapidly growing business 
and a more substantial reserve than ever 
before.” 

The company’s patrons might have a 
word or two to add to this statement in 
regard to the quality of service rendered, 


but the company’s plans doubtless insure- 


a return to its former high operating 
efficiency. 

It is planned to begin installation 
of automatic telephones in New York City 
early in 1921, operation of the system in 
Newark having proved successful. By 
means of this device the desired number 
is registered by turning a dial, and the 
trials and tribulations experienced under 
the present operating conditions should be 
largely eliminated. At least, the ‘phone 
patron will perhaps less frequently receive 
the cold response “You’re on the wrong 
wire,” and the mutual compliments now 
indulged in between the various parties 
concerned in the mix-up may become a 
thing of the past. 


Electric Power Companies Thrive 
The use of electricity for power and 
lighting has increased at a very rapid 
pace in the past decade, and the multi- 
plicity of new inventions and the develop- 


ment of great economies through the use 
of central power stations has enabled this 
industry to pass through the era of rising 
costs with flying colors. The cost of 
generating electricity has, indeed, been 
reduced one-third in the past twelve years. 
As pointed out in a comprehensive article 
which appeared in the March 6th issue of 
Tue MaGazine oF Watt Srreet, both 
gross and net revenues of the principal 
power companies increased considerably 
in 1919—the increase in net averaging 
about 20% for seventeen companies. The 
operating ratio of the great majority of 
companies has gone down, instead of up, 
since 1917. The great demand for elec- 
trical energy in connection with general 
industrial activity has doubtless been a 
considerable factor in this development. 

The passage of water-power legislation 
should have a very stimulating effect on 
the hydro-electric companies which at the 
present time produce over one-third the 
electric power furnished by public utility 
plants in the United States. The Water 
Power Act is now in the hands of Presi- 
dent Wilson for approval or veto. 

The Commissioner of Corporations has 
estimated that the amount of available 
and effective power that can be developed 
from this source amounts to between thir- 
ty and fifty million horse-power. The 
development of railway electrification will 
give a further impetus to this industry, 
and the diminishing supply of coal and 
oil will accelerate the demand from other 
sources. 


Future of Gas Companies 
The gas companies have in general 


come through the ordeal of high costs 
unscathed by receiverships, but consid- 


. erably weakened by low earnings. In 


New York City a strenuous fight has been 
waged to increase the gas rate, fixed by 
law at 80 cents. The Consolidated Gas 
Company has testified that the present 
cost of producing gas is 93% cents, with- 
out allowing any return on investment. 
The city has now intervened in the case, 
which will doubtless cause further de- 
lay. The Brooklyn Union Gas Co. has 
appealed from the Public Service Com- 
mission to!the Federal Courts, in regard 
to enforcement of the 80 cent rate, and it 
seems probable that a favorable decision 
will be obtained by this company. 

A general movement is on foot to at- 
tempt a lowering of the minimum gas 
standard, which would, of course, de- 
crease costs. Consolidated Gas and Elec- 
tric of Baltimore has asked permission to 
lower its standard from 530 British ther- 
mal units to 500. 


The American Gas Association has re- 
cently taken up the problem of the con- 
stantly diminishing source of materials 
for the production of gas. A special com- 
mittee has beén appointed to consult with 
oil men in regard to prices and also with 
respect to obtaining preference over 
other classes of oil consumers. Various 
measures are also to be considered for 
obtaining greater efficiency in refining, and 
a campaign is to be inaugurated to urge 
the public to a greater use of lighting de- 
vices which permit economy in the use of 
gas. 

The position of the gas companies is 
far from favorable either at the present 
time or from a long-range point of view, 
but it is probable that they will recover 
from their present condition as soon as 
the various appeals and court decisions 
bear fruit in the form of higher rates. 
Some increases have already been 
granted, of course, as in the case of the 
Philadelphia Company, which has re- 
cently been allowed to increase its rates 
in the city of Pittsburgh from 37 to 47 
cents (a large proportion of its supply 
being obtained from natural sources). 

A number of large utility companies— 
many of which are holding companies 
rather than operating concerns—have com- 
bined gas;"electric, and traction interests. 
Others, such as Cities Service and Ohio 
Cities Gas, have gone into the oil business 
so extensively that the utility functions 
are overshadowed. In the cases of most 
of these companies the increasing income 
from electricity or oil has largely offset 
the decline in gas and traction earnings, 
so that their total income has been fairly 
stable. 

In the accompanying graphs showing the 
tendency of earnings for the stocks of 
various groups of utilities, this fact has 
been borne in mind, and companies with 
cosmopolitan utility interests have been 
excluded from the averages. 

In general, it is safe to conclude that 
utilities as a class are rounding the cor- 
ner, though the danger of further dis- 
astrous receiverships will not be passed 
until the public, the commissions and the 
courts are fully awakened to the danger 
of further procrastination in rate revi- 
sion—as they have been awakened in the 
case of the railroads. 
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Adequate Financing a Primary Requisite in 
Mining Ventures 


Chapter IV of the Series “Business Principles Applied to Mining” — Examples of Properties 
Which Failed Because of Insufficient Capital 


DEQUATE financing is essential to 
the success of every mining venture. 
This is a principle that is not peculiar 

- to mining; it is true of any other com- 
mercial enterprise. Every experienced 
business man knows it, and yet he will 
often throw his money away by “taking 
a flyer” in a mining scheme, without mak- 
ing the slightest inquiry as to whether 
there is enough money available to take 
even the first step toward possible suc- 
cess. This first step may be, in the case 
of a prospect, simply to determine 
whether there is or is not a sufficient 
quantity of payable ore available to jus- 
tify further development; or it may be, in 
the case of a partly developed mine, to 
block out enough ore to guarantee the 
return of capital required for adequate 
mining and milling equipment. 

If a certain mining property contains 
a vein or other deposit containing val- 
uable minerals, and in the judgment of 
an experienced prospector or engineer 
there is a fair chance that it may contain 
a body of ore that can be mined at a 
profit, such a property may be the basis 
of a perfectly legitimate mining promo- 
tion. It may be a reasonable risk for one 
man, or a group of men, to expend on 
such a property the sum of say $100,000 
for the purpose of determining certain 
vein characteristics, or the extent and 
value of an ore shoot already exposed 
at one or more points, with the hope of 
developing a valuable mine and eventually 
getting the money back with a profit 
commensurable with the risk; but, if it 
is absolutely necessary to risk $100,000 in 
order to determine the value of the prop- 
erty, what is the use in proceeding with 
a capital of $50,000? Is it not reasonable 
to suppose that, if no extraordinary ore 
deposit is opened by such expenditure, 
all hands will be discouraged, no addi- 
tional capital will be forthcoming, and 
the insufficient expenditure will serve no 
definite purpose and may be a total loss? 


Insufficient Capital Cause of Many Failures 


During my eighteen years of experience 
in the examination of mining enterprises 
I have seen many mining ventures fai!, 
and others succeed. Naturaliy, numerous 
faiiures were due to bad management, 
expenditure of limited funds in ill-ad- 
vised development work, or because un- 
favorable physical conditions made the 
properties hopeless from the start; but 
many of the failures could be charged 
directly to insufficient capital to carry out 
a logical scheme of development and 
exploitation. 

Sometimes, where a definite sum of 
money was needed in order to accomplish 
certain results within a given period of 
time, the capital was supplied in such 
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small instalments, and at such irregular 
intervals, that instead of accomplishing 
the work for which it was designed, it 
served only to provide a meal ticket for 
one or two local administrative officials 
and an inadequate, inefficient, and unen- 
thusiastic crew of men. Such operations 
are conducted under relatively high over- 


‘head expense and exceedingly meagre 


underground accomplishment. 

For the purpose of illustrating some of 
the ordinary results of embarking on a 
mining enterprise with insufficient capi- 
tal, I will present a few illustrations that 
have come under my personal observa- 
tion. For my first example I will take 
a property whose development I have fol- 
lowed for about fifteen years. It is located 
in a rugged mountainous district, and in 
the neighborhood of several well-known 
mines that have been consistent produc- 
ers, and profitable to their owners. The 
two most important veins outcrop promi- 
nently, are almost vertical, have a width 
of 5 to 15 feet, and expose payable ore 
at the surface. 

When I first saw the property the veins 
were opened by several open cuts and 
shallow shafts which disclosed pockets of 
lead sulphide ore averaging over four 
feet wide, and assaying from $50 to $60 
per ton. Several small shipments were 
made to the nearest smelter, and the 
settlements were sufficient to cover the 
expenses of lessees who mined the ore, 
and at the same time served to establish 
confidence in samples taken by prospectors 
and engineers. The property was gener- 
ally regarded as a good prospect with 
encouraging possibilities for the exten- 
sion of the ore shoots below the surface. 
The owner was financially unable to equip 
and develop the property systematically, 
and at the same time he was unwilling to 
give a controlling interest to others who 
were able and willing to demonstrate its 
value. 

During the past fifteen’ years several 
spasmodic and desultory attempts have 
been made to develop the property, with 
the result that the veins have been opened 
at a depth of about 600 feet below the 
outcrop, and payable ore has been found, 
but not enough work has been done to 
demonstrate the continuity of the ore 
bodies from the surface, nor to establish 
a reliable estimate of tonnage and aver- 
age value. The net result is that the 
owner is about twenty years older than 
he was when he obtained possession of 
the property, over $150,000 has been ex- 
pended in preliminary deveiopment, and 
a decision as to whether the property is 
a real mine is yet to be made. If this 
venture had. been adequately financed in 
the beginning, the value of the property 
could have been determined within about 


one year’s time and for half the money. 
A Futile Attempt to “Mine the Capital” 


My second example is an old property 
with a production record of over $3,000,- 
000 from four large ore shoots, in a fis- 
sure vein explored by about six miles 
of underground workings. Records indi- 
cated that the best ore averaged about 
four feet wide, and about $30 per ton. 
During the last year of the vendor's 
operations the ore reserves were pretty 
well depleted, development work did not 
keep pace with production, and the lower 
workings of the mine filled with water 
to a depth of about 600 feet. The pur- 
chasers secured the property on what they 
considered favorable terms, and decided 
to unwater and reopen the mine, with 
the view of resuming operations in the 
old ore bodies, and developing new ones. 

Engineers who were familiar with the 
property recommended unwatering the 
lower workings with up-to-date equip- 
ment, and a campaign of intensive devel- 
opment, in an effort to put the property 
on its feet at an early date. Such a plan 
required new capital. It offered at least 
the advantages of a quick decision as to 
the value of the property, and a minimum 
of overhead expense in getting under way. 

However, the owners of the mine in- 
sisted that operations be resumed with 
the view of using little or no new capi- 
tal, but making the readily available ore 
yield the cash to finance the new develop- 
ment, and attempting to accomplish the 
unwatering of the lower workings with 
the antiquated and inefficient equipment 
at hand. The result was that by the time 
the new organization had produced its 
first $50,000 from the mine, the old stopes 
were practically worked out, a new ore 
shoot was being worked out as fast as it 
was developed, the unwatering operations 
were proving to be very slow and costly, 
and the company was some $20,000 in 
debt, and further from profitable opera- 
tions than at the beginning. If the $20,000 
advance had been made in the beginning, 
it is probable that a more favorable dem- 
onstration would have been made ‘in a 
shorter period of time. 

This example serves also to illustrate 
the danger of gambling on the accidental 
possibility that a very little development 
will break into enough rich ore to finance 
further operations. It is wise to provide 
at the beginning all the capital that is 
required, then early favorable develop- 
ment will come as a pleasant surprise, 
and persistent unfavorable development 
wil; at least not disarrange any plan of 
action that has been laid out. 


Asking Too Much of Stockholders 


Another interesting case that came to 
my attention, and a good illustration of 
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how ot to do it, was that of a mining 
company engaged in the active develop- 
ment.of a very attractive prospect re- 
quiring about $600,000 for its develop- 
ment. The directors planned to use about 
half of this amount in demonstrating the 
persistence of the ore shoots, and in 
blocking out enough ore to justify the 
expenditure of the other half in the erec- 
tion of a suitable mill. They had their 
choice of raising the entire sum at the 
outset by a scheme of underwriting at 
reasonable terms, or by depending upon 
the stockholders to advance the money 
from time to time as required, in ex- 
change for the company’s securities. Un- 
fortunately, they chose the latter course 
as the more economical, failing to take 
into consideration two important factors, 
namely, the marketability of mining se- 
curities under varying industrial condi- 
tions, and the psychology of the average 
mining stockholder under circumstances 
which do not maintain his enthusiasm and 
loyalty at high pressure by one continu- 
ous round of high-grade-ore-pocket an- 
nouncements. 


By the time a third of the capital had 
been supplied and expended, much essen- 
tia! development, of the character known 
as “dead work,” had been performed, but 
the rich ore bodies were yet to be blocked 
out. The instalments of capital needed at 
the mine came in smaller amounts and 
at uncertain intervals, the work at the 
property dragged, the efficiency naturally 
went down and the overhead expenses 
went up, and the stockholders began to 
get “cold feet.” It was evident that the 
directors, in failing to realize that “hope 
deferred maketh the heart sick,” had 
made a blunder that is all too common in 
mining finance. 

The case of a property that is taken 
over under a lease with option to pur- 
chase within two or three years presents 
an interesting problem, in that it is neces- 
sary to demonstrate within the life of the 
option that the property is worth the 
price demanded. Here is a case requiring 
prompt financing at the start, because 
failure to reach a firm decision before 
the option expires may mean the loss of 
not only the money expended in develop- 
ment but also the opportunity to acquire 
a promising property at a bargain price. 
In financing such a venture it would be 
farsighted to make provision for three or 
four distinct emergencies, first a sum of 
money to perform the preliminary devel- 
opment work necessary to establish the 
value of the property, or, in other words, 
reach a decision to purchase or not to 
purchase; second, money to cover the 
purchase price; third, money to block out 
enough payable ore to justify a mill, and 
determine what kind of a mill is best 
suited for the average ore; and fourth, 
money for the permanent equipment. 

We might go even a step further and 
say that it would be wise to have a re- 
serve for working capital to tide over the 
usual period of preliminary adjustments, 
and to pay the bills while waiting for the 
first smelter settlements to reach the 
treasury. If all this money is provided 
for in the beginning, the little corpora- 
tion that has been formed to develop a 
good property may reach its stride with- 
out financial difficulty, or, if the property 
does not stand the pre'imir’-v test, the 
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balance in the treasury can be returned 
to the stockholders as a liquidation divi- 
dend, and the loss may be charged off as 
the price paid to make an effort that was 
considered worth while. On the other 
hand, if ample capital is not provided in 
advance, it is almost certain that it will 
be more costly at a later date, to say 
nothing of the usual increase in overhead 
operating expenses caused by frequent 
delays. 


During the past year I have seen a 
perfect example of this situation. The 
mineral deposit at the property to which 
I refer was developed to a depth of about 
100 feet. The ore was a carbonate con- 
taining not quite enough gold, silver, and 
lead to pay the total cost of operating, 
shipping and selling. The lowest openings 
in the ore body showed that there was a 
distinct change in the minerals from car- 
bonates and oxides to sulphides, together 
with a slight increase in average value. 
Such symptoms are of great interest to 
an engineer, for he is attracted by the 
possibility of an increase.in the value of 
the ore in deeper workings as a result 
of secondary enrichment, which in com- 
mon language means that solutions pass- 
ing downward through the little cracks 
in the rock have dissolved valuable min- 
erals in the upper portion of the ore body 
and have redeposited these minerals in a 
lower portion of the ore body, thus re- 
ducing the average value of the ore near 
the surface and increasing its average 
value at some depth below the surface 
Further, a su! ‘ide ore is usually easier 
to concentrate than a carbonate ore, and 
this fact wo.1i!' add greatly to its com- 
mercial valuc n the event that it could 
be found in sufficient quantity to justify 
a mill. 


This property was secured under a 
lease with option to purchase at the end 
of three years for a stipulated sum in 
cash. A stock corporation was organized, 
and the enthusiastic organizers, officers 
and directors purchased enough of the 
shares to commence development work at 
a depth of about 250 feet, by driving a 
tunnel to tap the ore body. The work 
proceeded slowly, and time passed rap- 
idly. When the original stockholders had 
purchased all the stock they could afford 
to pay for, they sold shares to their 
friends. When the friends were in as 
deep as they cared to go, then a profes- 
sional promoter was engaged to sell stock 
to strangers on a commission basis, and 
here appears the first substantial increase 
in overhead expense in the form of cash 
payments of commissions, to say nothing 
of stock bonuses which served to reduce 
the original stockholder’s proportionate 
share in the possible profits, if there are 
to be any profits. Each time the company 
ran out of ready money to meet the pay- 
roll there was a delay in the work, and 
certain overhead expenses went on. 
Eventually the ore shoot was opened on 
the new bottom level, and the ore was 
found to be sulphide of encouraging 
grade, but there was no money available 
to block out the ore for the purpose of 
deciding whether the mine was worth the 
price demanded, there was no money to 
meet the purchase price in case the ore 
was worth it, and the period of time in 
which the decision must be made was 
getting shorter, Here was a desperate 


situation, suggesting the possible loss of 
all money spent on the property, besides 
the failure to get possession of a property 
which might be valuable. 

How much more satisfactory it would 
have been if the company could have 
raised enough money in the beginning to 
jam through some well-ordered plan vit 
exploitation ! 


A More Successful Example 


The foregoing examples have served 
to illustrate how a mining venture should 
not be financed. It will be of interest to 
cite a case of a more successful nature, 
and I have in mind one that in some re- 
spects is in direct contrast with the last 
example. This property was also secured 
under lease and option to purchase: The 
necessary development included a 400-ft. 
shaft, about 2,000 feet of crosscutting and 
drifting in the ore body, and adequate 
pumping and hoisting equipment. An en- 
gineer was engaged to plan the work and 
make a safe estimate of the cost. A 
syndicate was organized to underwrite 
the company’s securities for the amount 
required. The work will proceed with all 
speed consistent with reasonable cost, so 
that the gamble will involve neither un- 
necessary loss nor avoidable delay. 

Surely it will be of interest to present 
at least one case which is an exception 
to the general rule, and wherein a small 
profit-earning mine was financed on a 
“shoe string.” In this mine the ore was 
somewhat pockety, the development cost 
was high, and the operating company 
could no longe: make it pay. The prop- 
erty was sold to another company, or- 
ganized for the purpose, on a plan of 
deferred payments. The new operator 
pursued the policy of eliminating devel- 
opment expense on his own account by 
leasing various blocks of ground to small 
groups of miners, on favorable terms as 
to royalty on low grade ore, and a slid- 
ing scale upwards for high grade ore, so 
that the highest royalty paid by a sub- 
lessee was sometimes as much as 70% of 
the net smelter returns from a pocket of 
high grade. During one period 14 sets of 
sub-lessees were working in the mine at 
the same time. The royalties paid by the 
lessees were used to sink a shaft on the 
vein, on company account, with the re- 
sult that several new levels were opened, 
and additional ground was blocked out 
for more sub-lessees, all mining the ore 
on a royalty basis, and purchasing their 
mining supplies from the company at 
cost plus 10%, and paying the company a 
small hoisting charge on each ton of ore 
and ‘waste rock to be removed. Eventu- 
ally the company was in a position where 
it was developing new ore pockets as fast 
as the old ones were being mined out, 
and accumulating a profit of about $1,000 
per month. This last example represents 
an experience pleasant to relate, but un- 
fortunately the system will not usually 
apply. 


ALUMINUM PRODUCTION DECLINES 


The aluminum produced in the United 
States during 1919 was valued at $38,558,- 
000, as compared with $41,159,000 in 1918, 
This decrease of $2,601,000 was probably- 
due to a curtailment of production in 
1919, forced by accumulation of stocks.— 
Mining and Scientific Press. 
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A Conservative Mining Policy Which Should Get Results 


Magma Management Concentrating Upon Underground Development—Analysis of the 1919 Year 


URING a period of high operating 

costs, high taxation on profits, and 

unfavorable market price of copper, 
the Magma Copper Company has stead- 
fastly pursued a policy of limited produc- 
tion, no dividends, and vigorous under- 
ground development, which should permit 
the company to make the most of both 
cash and ore resources and ultimately 
serve the best interests of the stock- 
holders. 

During the year 1919 the company exer- 
cised options on two adjoining groups of 
claims. And also made a number of new 
locations, so that it now owns a compact 
group of mining claims aggregating 1296.6 
acres, of which 269.6 acres have been 
patented. The company also owns 225.3 
acres of mill sites, of which 31.3 acres have 
been patented. 

Active Development Work 

The statement of underground develop- 
ment given in the mine manager’s last 
annual report shows that up to the end of 
1919, the company has performed 57,723 
linear feet, or nearly 11 miles of work. Of 
this total, 11,395 feet of development work 
was done during 1919, which is more than 
was performed during any year since the 
company commenced active operations ten 
years ago. An increased amount of under- 
ground development work ‘has been per- 
formed each year for the past nine years. 

During 1919 the development work has 
given exceptionally good results and in- 
creased ore reserves both laterally and 
in depth. 

Work on the lower levels underneath 
the old zinc-silver ore shoot, developed 
on the 1,200 and 1,300 levels, shows in- 
creasing amounts of copper in the form 
of chalcopyrite and bornite, replacing the 
zinc values found directly above. Fur- 
therm.re, the lower levels show good ore 
in that portion of the vein which was not 
mineralized directly above on the 1,200 
and 1,300 levels. 

The ore body on the 1,400 level was 
increased 205 feet in length, averaging 
5.8 feet in width and assaying 10.77% 
copper, 4.8 ounces silver, and .035 ounce 
gold. 

On the 1,500 level the main ore body 
was increased 310 feet in length, showing 
an average width of 12.1 feet and assay- 
ing 4.88% copper, 2.1 ounces silver, and 
02 ounée gold. Considerable crosscutting 
was done in the eastern portion of the 
mine on the 1,500 level. This work indi- 
cates that there is 1,200 feet of low grade 
‘ore which will probably average 5 feet 
in width, and assay 1.71% copper, 6.1 
ounces silver, and .025 ounce gold. Al- 
though this low grade ore is not included 
in present ore reserves it may prove a 
valuable future asset to the company. 
The work that has been done in the far 
eastern portion of the mine indicates 
favorable possibilities of increasing ore 
*reserves with greater depth. 

Size of Ore Body 
The size of the ore body on the 1,600 
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level was increased to a length of 1,000 


feet of continuous ore which will average 
12 feet in width, and assay 6% copper, 
3.2 ounces silver, and .04 ounce gold. 

The 1,700 level shows 660 feet of ore, 
averaging 6.2 feet in width, and assaying 
10.2% copper, 5.1 ounces silver, and .04 
ounce gold. In view of the fact that the 
1,600 level above shows very good ore 
for 500 feet further west, it is believed 
that considerably more ore will be opened 
on the 1,700 level. 

There is 800 feet of ore on the 1,800 
level, averaging 13 feet in width, and 
assaying 5.05% copper, 2.6 ounces silver, 
and 01 ounce gold. The last crosscut 
on this level showed 39.5 feet of ore 
assaying 3.82% copper and 1.3 ounces 
silver, the copper value being due to the 
presence of chalcopyrite and _ bornite 
suggesting a probable extension of the ore 
body on this level. 

Diamond drill hole 1805 was put down 
below the 1800 level. This hole passed 
through the vein at an elevation corre- 
sponding to the 2,150 level, and indicated 
19 feet of ore which assays 5.42% copper 
and 2.4 ounces silver The outlook is 
favorable for developing ore laterally on 
the lower levels below the 1,500, and with 
depth below the 1.800 level. 

The new No. 3 shaft was completed in 
1919 to 82 feet below the 2,000 level, A 
station was cut on the 2,000 level, and a 
main crosscut has been driven 497 feet 
towards No. 2 shaft. A large pocket is 
being cut on this level and, as soon as 
connections are made on the levels above, 
the 2,000 level will serve as the main 
haulage level for all ore above it. No. 3 
shaft is being used principally for de- 
veloping work at present, but eventually 
it will be equipped with skips so as to 
serve as the main shaft for hoisting ore. 

At the 1,600 level of No. 3 shaft two 
electrically driven pumps are being in- 
stalled each with a capacity of 300 gallons 
per minute. These pumps will handle 
water direct to the new lower main 
tunnel. 

The lower main tunnel was advanced. 
Its elevation corresponds to that of the 
500 level, and it connects with all three 
shafts. The distange from the portal to 
No. 3 shaft is 1,628 feet. Ore bins are 
being erected at the portal of the tunnel 
and on the narrow-gauge railroad. 
Through this tunnel will be handled all 
shipping ore and supplies to the mine. 


Ore Reserves 


The ore reserves are estimated at 566,- 
000 tons of reasonably assured copper 
sulphide ore, averaging 5.44% copper, 4.1 
ounces silver, and .02 ounce gold; and 20,- 
000 tons of reasonably assured. lead-zinc 
ore, averaging 13.5% per cent zinc, 2% 
lead and 12 ounces silver, as against 235,- 
000 _ of slightly better grade on Dec. 
31, 1918. 


Production 

Ore mined amounted to 89,156.5 tons 
of which 18.13% came from development 
work, and 81,87% from stopes. At the 
end of the year 459,191 tons of all classes 
of ore had been mined since the com- 
mencement of operations. 

The ore mined averaged 5.943% copper, 
4.974 ounces silver, and .0532 ounce gold. 
Hand-sorted crude sulphide ore to the 
amount of 12,948 tons was shipped to the 
smelter. This higher-than-average ma- 
terial averaged 16.495% copper, 11.806 
ounces silver, and .1091 ounce gold. 

The remaining 76,208 tons of lower- 
than-average material contained 4.151% 
copper, 3.812 ounces silver, and .0437 
ounce gold This was delivered to the mill, 
which extracted 27,555 tons of concen- 
trate, averaging 10.991% copper, 10.372 
ounces silver, and .1148 ounce gold. The 
average assay of the mill tailing was 
.2765% copper and .382 ounce silver. 

The mill recovery was 95.74% of the 
total copper in the mill heads. The 
total copper recovered, including ore ob- 
tained by hand-sorting, was 97.46% of 
the copper content of the run of mine ore. 
The net production, after deducting all 
smelting and refining losses, was 9,698,902 
pounds of copper, 416,773.17 ounces sil- 
ver, and 4,576.602 ounces gold. The total 
copper shipments to date, since starting 
operations, are reported as follows: . 


: Copper, Silver. Gold, 
Dry Tons Per Perit Oz. Oz. 
127,761.9546 12.720 12.278 .1258 
65,175.0155 16.521 15.814 .0975 

4,433.6240 8.014 5.266 .0550 


197,370.5941 13.450 13.288 .1149 


Concentrates .. 
Crude sulphide 
Crude carbonate 


The net production to date, after de- 
ducting all smelting and refining losses, 
has been 53,095,053 pounds copper, 2,622,- 
831 ounces silver, and 22,688 ounces gold. 

In the latter part of the year the Com- 
pany acquired controlling interest in the 
Three R mine, located at Patagonia, 
Santa Cruz County, Arizona. This prop- 
erty has a past production of 109,714 tons 
of ore, assaying 5.07% copper. At the 
present time there remains probable ore, - 
amounting to 100,000 tons, assaying 3% 
copper. In the current year an effort 
will be made to increase these reserves 
by considerable diamond drilling and 
underground development work. 


Production Costs 

The net cost of producing copper, not 
including depletion, but including depre- 
ciation and all overhead charges, and de- 
ducting the revenue from gold and silver, 
was 14.92 cents a pound. 

The refined copper sold and delivered 
during the year was 6,222,738 pounds, and 
the average net selling price was 18.53 
cents per pound. The refined copper. on 
hand at the end of the year was 7,885,763 
pounds. 

The net earnings for the year, after 
deducting United States Government 
taxes, and disregarding depletion, 
amounted to $178,077.70. 
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Mexican Petroleum 








Pan-American Petroleum 





Are Mexican Oil Producers Free at Last? 


Weird Treatment Accorded American Companies by Carranza Government—Mexican 


COE more the scene has shifted in 
Mexico, and a new government is 

in power. Of great interest to all 
Americans, this event is of particular in- 
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LOADING OIL TANKERS AT SEA 


Owing to lack of docks, this method 
of filling tankers is much used at 
Mexican ports 


terest to those whe have made invest- 
ments in companies whose assets are 
mainly located there, especially the larger 
oil companies. 

Much has been written about condi- 
tions in the oil producing regions of Mex- 
ico. Many of the articles and interviews 
are conflicting, and it is very difficult to 
judge just what portion of them is propa- 
ganda and what truth. 

There are two phases to consider in 
connection with the troubles of oil opera- 
tors in Mexico. One is the physical side 
of drilling the wells. The other is the 
ever-changing laws under which the com- 
panies must operate. its 

It-is not only necessary to maintain a 
very large organization in the territory 
where the wells are being drilled, as well 
aS an organization at Tampico and the 
sea loading sites, but another large and 
expensive force must be maintained at 
Mexico City to keep things “lined up” 
at that point. 

The conditions under which the drilling 
must be done are not so bad as many sup- 
pose. It is true, however, that organiza- 
tions must be entirely “self contained.” 
The companies must have their own camps 
and warehouses both in the field and 
in Tampico; drilling crews and all neces- 
sary material to drill the wells must be 
obtained before operations can be com- 
menced. Naturally all this is very ex- 
pensive, how expensive can be gleaned 
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from the fact that it costs from $150,000 
to $200,000 to complete a well. 

Then tribute, usually in the form ot a 
tax for some work never performed by 
the government, must be paid to both the 
government and the local “General.” 


Who Controlled Mexico's Oil Lands? 


The oil producing territory in Mexico, 
while ostensibly controlled by the Car- 
ranza Government, was actually con- 
trolled by a Mexican by the name of 
General Manuel Pelaez. He was the one 
who preserved order, and to whom the 
operators looked for assistance in main- 
taining order. His word could usually 
be depended upon, and his soldiers (near- 
ly all, by the way, young boys from six- 
teen to twenty years of age) gave the 
operators very little trouble: It is true 
that occasionally a band of from 
ten to fifty of General Pelaez’ army 
would visit a camp of drillers, stay un- 
invited from one to ten days and enjoy 
the hospitality of their host. But they 
would go away after that time without 
molesting anything, only taking with them 
a few sacks of sugar, some flour and 
bread. Pelaez is said to be supported by 
the oil companies. 

Most of the trouble oil operators have 
had in Mexico in recent months was per- 
petrated by soldiers presumed to be 
members of the Carranza army. Carranza 
controlled the City of Tampico while 
Pelaez operated inland. Foreigners have 
been practically defenceless owing to a 
law prohibiting them from carrying fire- 
arms, a law quite rigidly enforced. Com- 
panies were required to notify the Car- 
ranza Government when they were to 
transfer the payroll to the employees in 
the field. In some manner this informa- 
tion usually became known, with the re- 


Petroleum’s Production Limited Only by Carrying Facilities 


sult that the persons carrying the payroll 
would be waylaid and often killed before 
they reached the camp. 


The most serious trouble to the pro- 
ducers was the antagonism of Carranza 
toward the companies retaining and de- 
veloping the territory which they owned. 
Most of the companies acquired their 
property at the time of the Diaz admin- 
istration, either through a direct govern- 
ment concession or through private pur- 
chase as in this country. When the new 
constitution of Mexico was written, the 
oil and mineral lands were nationalized. 
It might possibly have been considered 
fair for Carranza to convert all subse- 
quent development to the benefit of the 
government, but he went further than 
that and attempted to make his act re- 
troactive, and take away what property 
the oil companies had developed. He re- 
fused for a time to permit any further 
drilling of wells, and even stopped drill- 
ing of wells which were partially cém- 
pleted. This was done in an attempt to 
force the companies to sign an acknowl- 
edgment of the Government’s ownership 
of the oil lands. Although this order was 
later rescinded and the companies per- 
mitted to finish the development of their 
territory, the Government tried every 
conceivable plan to make it impossible 
for any foreign organization to produce 
oil in Mexico. 


The reason for the antagonism ot Car- 
ranza has never been revealed. The main 
revenue of the Mexican Government 
came from the export of oil, and was 
about the only stable source of income 
that the Government had. Whether the 
antagonism was due to the influence of 
other nations, which, perhaps, hoped to 
acquire the old fields if the present own- 
ers were ousted, or to Carranza’s belief 








A TYPICAL MEXICAN GUSHER 


Mexican Petroleum has been very fortunate in its operations and possesses large 
holdings. The gusher pictured came in at the rate of $1,000 barrels a day 
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that the course he pursued was for the 
best interests of the country, will always 
remain a mystery. 

The companies, however, disregarding 
all the hardships, and with the spirit of 
the American pioneer, went ahead. As 
a result, each month has witnessed a very 
generous increase in the amount of oil 
exported from Mexico. 

Limits on Mexican Oil Production 

Oil production in Mexico has been at 
all times, as it is now, limited by explor- 
ing facilities. The possession of oil pro- 
ducing territory, or even the production 
itself, is only a start if one is to operate 
successfully across the border line. 

Many other things are necessary, in- 
cluding p.pe lines, pumping stations, stor- 
age, and sea-loading facilities. The in- 
vestment necessary to acquire these is far 
greater than that necessary to “bring in” 
the wells, so great, in fact, that any one 
attempting to operate in Mexico will need 
to invest at least a million dollars before 
any return can be expected. 

There are two grades of oil produced 
in Mexico, one known as the light or 
Tepetate crude, and the other as the 
heavy or Panuco crude. The Tepetate 
crude is of a gravity of about 20° Be’. and 
contains approximately 17% of gasolene 
and kerosene. Panuco crude has a grav- 
ity of about 11° Be’., contains a small 
amount of gasoline (about 3%). It is, 
of course, not commercially profitable to 
“skim” this crude for the gasoline, and 
the only use developed for it to date is for 
fuel purposes. This crude, however, con- 


tains a very large percentage of very 
fine lubricating oil, and the refineries are 


at present working on processes to re- 
claim this. When they succeed it will 
make this crude far more valuable than 
it is today. 

The price of Mexican crude has ad- 
vanced very considerably during the past 
six months. This has been dué to the 
general shortage of crude throughout the 
world, and particularly to the shortage of 
Tepetate crude, where a larger number 
of wells have turned to salt. water. The 
price for Tepetate crude, free aboard 
tanker, last July was 42c a barrel, and 
for Panuco crude 20c a barrel. The past 
month has witnessed Tepetate crude sell- 
ing at $2.00 a barrel and Panuco crude 
at $1.00 a barrel. 

America’s Dependence 

Too much emphasis cannot be laid on 
the public necessity of an uninterrupted 
flow of crude oil from Mexico. It is this 
source that forms the very backbone of 
the supply of crude for this country. It 
is already the main source for our navy. 
Many large refineries on the Eastern- 
Southern coast are dependent upon Mex- 
ico for the crude with which to operate. 
Many of the railroads in the South de- 
pend upon Mexican oil for fuel for their 
locomotives. The production of crude in 
this country is even now many millions 
of barrels below the demand, and Mexico 
with its tremendous gushers must fill this 
shortage. 

There was exported from Mexico by 
the various producing companies during 
the month of Aprii, the following amount 
of crude: Roriels, 


Huasteca-Mexican Petroleum... 2,022,806 
~*~ 
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Aquila-Mexican (Eagle-English) 1,382,959 

Standard 1,212,732 

Penn-Mex-Standard Oil Co.... 881,006 

Metropolitan (Island Oil & 
avemepert “CO.). ccoveccceces 

Mexican Gulf (Gulf Refining 
Corp.) 

Freeport (Sinclair Oil Co.)..... 

Texas (Texas Company) 

East Coast (Southern Pacific 
R.R.) 

Tal-Vez (Southern Oil & Trans- 
port Co.) ; 

Corona (Royal Dutch Shell).... 

Pierce Navigation (Pierce Oil 
Corp.) 

National Petrolec:m 

New England 

Cortez: (Port Lobus) 

National Oil 

Interocean 


841,177 


Total, 


Assuming that exports do not increase 
over the above rate, the year 1920 will 
show about 120,000,000 barrels of oil ex- 
ported from Mexico. This is about 
33 1/3% of the total amount of crude 
produced in the United States for 1919. 
It can, therefore, be readily recognized 
how important it is to maintain an un- 
restricted production in that territory. 

The Huasteca, which heads the list 
with a little over two million barrels, is 
the operating company in Mexico of the 
Mexican Petroleum Corporation, Ltd., 
which in turn is owned and controlled by 
the Pan-American Petroleum & Trans- 
portation Corporation. Pan-American 
does not operate any properties in Mex- 
ico, and with the exception of some small 
producing properties in California does 
not directly own any oil producing prop- 
erties. It does, however, own and oper- 
ate tankers and control marketing com- 
panies. 

Mexican Petroleum Holdings 


The largest producing company in 
which Pan-American is interested is the 
Mexican Petroleum Co., Ltd. About 70% 
of Mexican Petroleum is owned by Pan- 
American. The Mexican Petroleum oper- 
ates numerous companies in California 
and Mexico. They include the Huasteca 
Petroleum Co., Mexican Petroleum Co. 
of California, Tamiahua Petroleum Co.; 
Tuxpam Petroleum Co., and Mexican 
Petroleum Co. of Louisiana. These com- 
panies control about 600,000 acres, or 
about 1,000 square miles. Of this prop- 
erty about 75% is owned in fee, and the 
balance under very favorable twenty-five 
year leases with very small rental. 

Mexican Petroleum has been very for- 
tunate in its operations in California and 
Mexico. It has had a very large amount 
of its best looking acreage in California 
tied up by the Government, and the re- 
lease of these lands through the recently 
passed “Leasing Bill” will throw open a 
very large amount of prospective oil ter- 
ritory. Also a large amount of income 
from production in California has been 
tied up through the suit brought by the 
Government to invalidate the titles. In 
Mexico the company owns one of the 
largest producing wells (the Cerro Azul 
4) ever discovered in that country. At 


no time has it been able to export all the 
oil that could flow from its wells, being 
always restricted by. the under-capacity 
of its pipe lines. The company is build- 
ing additional pipe lines, storage tanks 
and loading lines, and when these are 
completed its exports should be very ma- 
terially increased. 

Mexican Petroleum also has two large 
refineries, both of which are “skimming 
plants.” One is located at Tampico, 
Mexico, and the other near New Orleans, 
La. The refinery at Tampico handles 
about 75,000 barrels a day, and the one 
at New Orleans handles about 5,000 bar- 
rels a day. The refinery at Tampico is 
probably the best single investment of 
the Mexican Petroleum Co. The gasoline 
and some kerosene is skimmed from the 
crude and the residue sold for fuel oil. It 
is very probable that the profits of this 
plant for the current year will be at least 
50c a barrel, or a total of close to $11,- 
000,000 for the year. This large profit is 
due to the exceptional demand and high 
prices prevailing for both fuel oil and 
gasoline. 

The year 1919 was a poor one for the 
producers and refiners of crude who did 
not refine the crude so as to get the 
lubricating and engine oil. Mexican 
Petroleum suffered with the rest, in fact 
mere so, because it depends upon the sale 
of fuel oil as its main source of profits. 
Fuel oil during the greater part of the 
year was a “drug” on the market, the 
price ranging from 50 to 70 cents a barrel 
for fuel oil refined from domestic crude 
with almost no market at that price. 

Mexican Petroleum has a book value 
of $146 a share and last year earned 
about $6,000,000 net after depreciation 
and taxes, or about 12% on the par of 
common stock, and about 6.6% on the 
stock at the present market price. The 
amount charged off for depreciation and 
exhaustion of property was only about 
5% of the book value. This is a very 
small rate as compared to the rate used 
by the Standard Oil Companies. They 
usually charge off from 15% to 20% for 
depreciation. 

The earnings for the year 1920 should 
show a very appreciable increase over 
those for 1919. The prices at present 
being received for fuel oil and gasoline 
are the highest on record. Mexican Petro- 
leum should export at least, 22,000,000 
barrels of crude this year, against 11,000,- 
000 last year. The refinery itself at Tam- 
pico should show a net profit equal to 
the entire profits of the company for 
1919. These increased earnings are indi- 
cated by the recent announcement of a 
10% stock dividend of both Pan-Ameri- 
can and Mexican Petroleum. 


Pan-American Organization Extended 


The earnings of the Pan-American will 
naturally be greatly influenced by the 
profits of Mexican Petroleum. Pan- 
American has 46 tankers of over 400,000 
tons for the transportation of crude and 
fuel oil. It has formed, in conjunction 
with English interests, the British-Mexi- 
can Petroleum Co., Ltd, and has com- 
menced the construction of numerous oil 
loading stations in Great Britain, Hol- 
land and Scandinavian countries. The en- 
trance of Pan-American into the market- 

(Continued on page 294) 
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"Twixt Tape and Coupons 
Psychology of Stock Prices—Avoiding Investment Pitfalls—The Pere Marquette Lesson 
: By RICHARD D. WYCKOFF 


N OFFICIAL of a leading western 

railroad called to see me the other 

day and in the course of our con- 
versation I learned that he was quite a 
student of the technical position of the 
market. Said he, “All I have learned about 
this subject has come from your Maca- 
zine, books and other publications, so I 
have you to thank for my education.” 

He then explained what he called his 
“warning signal,” which almost invari- 
ably indicated a change in market condi- 
tions. It consisted of a certain kind of a 
reaction or rally at a certain stage of an 
important swing in prices. He did not 
seem to understand why such a thing 
should occur with such seeming regularity. 

I replied that the important thing to 
know was not that particular kind of a 
kink in the market, but the psychology 
back of it. In other words: What makes 
the market act that way? I have seen so 
many people hang their faith on a tech- 
nical rabbit’s foot of this kind, but after 
finding that it worked in many kinds of 
markets they gradually woke up to the 
fact that the character of the market had 


changed. 
*- * * 


Fag Ends 

A good merchant ‘is tonstantly plan- 
ning to clean up his old stock. An 
educated investor should do the same. In 
a commercial line, your profit is not al- 
ways the difference between cost and sell- 
ing prices, less expenses and overhead. 
It is also less the fag end of your stock 
which you have to sell at a sacrifice in 
order to clean it up and release your 
working capital. 

At the end of every rise in security 
prices, there comes the inevitable reaction 
caused by changed conditions. Bear mar- 
kets usually run a year and we are apt to 
find, in our safe-deposit boxes, at the end 
of these periods, a lot of securities which 
were bought at higher prices and repre- 
sent a substantial paper loss. These must 
be considered before an accurate estimate 
of the results of the past year or two can 
be determined. 

We don’t like to sacrifice these. relics 
of imperfect judgment or enthusiasm, so 
we pin to them a “Hope” tag and let 
them lie. 

The investor whose work is 100% effi- 
cient will find a way to avoid these 
mediums which not only tie up money 
but shut off its employment where it 
might prove profitable. You say it can’t 
be done? Then I will reply that some 
years ago people didn’t think they could 
run a railroad without killing and maim- 
ing a few hundred people every year. 
Yet here is the New York Subway which 
in its 1919 fiscal year carried eight hun- 
dred million peopie, probably more than 
many of the other railroads put together, 
with only negligible loss of life. 

Progress in the investment field may be 
slow but we are gradually approaching a 
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point where investments will be made 
along scientific lines as a result of a care- 
ful study of the pitfalls that have sur- 
rounded this field in the past. 

* * * 


Keep One Eye Open 

Nothing shows more clearly the neces- 
sity for constant vigilance on the part of 
the investor than the recent change in 
the status of Pere Marquette. If anything 
could convince a stockholder of the hazard 
of locking up a stock and forgetting about 
it, the declining earnings of this company 
in the last six months would accomplish 
the result. 

Had Pere Marquette been operated for 
company rather than Federal account in 
1919, it would have earned, with other in- 
come, about $8 a share on the common 
stock, after allowance for both preferred 
dividends, one of which is unpaid. This 
1ypothetical income was nearly double the 
ictual income derived from Federal 
rental. 

These fine results were obtained by 
reason of the heavy shipment of auto- 
mobiles and accessories—a branch of in- 
dustry that centers in Pere Marquette’s 
territory. Through October, monthly 
operating income continued to increase 
over the corresponding months of 1918. 
Then came the steel strike, and November 
was the first month to show a decline. 
The effects of the strike were carried 
over into December, when the trend be- 
came more marked. January and Feb- 
ruary were bad operating months due to 
weather conditions, while the car short- 
age became acute in March. Added to all 
these conditions was the increasing diffi- 
culty met.by motor manufacturers in get- 
ting materials. 

Ss F— 8 


Meantime, the excellent showing in 
1919 was used as the basis of a movement 
in the common stock toward the end of 
the year and in the early part of 1920. 
A powerful pool was formed and the 
stock was moved up from 23 to 33. The 
issue seemed to be in line for dividends 
at no distant date and the public bought 
eagerly at the top prices. 

As is not always the case, the manage- 
ment was deceived as well as the public. 
Although the turning point came in 
November and the outlook had become 
critical by February, it seemed as though 
an accident or ephemeral cause had op- 
erated every month to produce the un- 
favorable showing. Expecting a prompt 
return to normal conditions, the company 
notified the Commerce Commission of 
their intention to operate the property 
for company account from March 1 and 
reject Government compensation. 

Then came the railway strike of April 
and the prospect of continued car shortage. 
Gradually it dawned on the management 
that the trouble was mcre fundamental tnan 
it had supposed. The stock began to de- 


cline in response to the poor operating 
statements, and finally reached about the 
level from which it started. 


Pere Marguette’s OreratinG INCOME. 
1918-19 1919-20 

$881,354 

485,519 


def, 
def, 
283,121 def. 455,875 


Securities, like the corporations they 
represent, seldom reflect a value that re- 
mains stationary. An enlightened pur- 
chaser assumes, in his own interest, an 
obligation to watch his property closely 
and continuously, in order to observe its 
tendency toward a higher or lower value. 


Uneasy Payments 


A subscriber writes that he is no longer 
interested in the security market. He 
was robbed by a broker in New York 
who converted to his own use stock which 
was mailed to him for transfer. The 
broker kept cash, stock and all. That was 
the subscriber’s experience with the 
Partial Payment Plan. He says, “This 
method is merely a game to catch the 
poor guy who honestly tries to save a 
few nickels.” 

The dishonesty of one brokerage house 
is no indication that there is anything 
wrong. with the Partial Payment Plan. 
The trouble was with the character of 
the brokers patronized. The Partial Pay- 
ment Plan can be operated thoughout your 
own bank, in your own city, if you desire. 
So there’ is no use abandoning the field 
for want of a safe place to put your 
money and have your securities carried. 

We have said enough in these columns 
to indicate the desirability of thoroughly 
investigating your brokers before you 
place your money in their hands. The 
subscriber will doubtless admit that there 
are safe places for the repose of his prop- 
erty while it is being paid for. Why not 
hunt out one of these and thus abandon 
the “Uneasy” Payment Plan for some- 
thing safe and sound? 





RAILROADS OF CZECHOSLOVAKIA 


The important railroads of the Czecho- 
slovak Republic, according to the Depart- 
ment of Commerce, are the Czechoslovak 
State railroads, the lines of which extend 
over all parts of Czechoslovakia. A large 
number of local railroads are also under 
the management of the State. 

’ The two principal private railroads are 

the Aussig-Teplitz Railroad and the 
Bustehrad Railroad (both in Bohemia). 
The Kosice and Bohumin Railroad, op- 
erating in Slovakia and extending into 
Tesin-Silesia, is another important pri- 
vate railroad. 
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Building Your Future Income 


The Wrong Way to Follow a Big Man—Carnegie and the Eggs—How One Man Failed to 


Achieve Success—A New Rule to Independence 


STUDY of the sayings, maxims, prov- 
erbs and rules of men, great and 
small, in any way associated with 

Wall Street, leads one to the conclusion 
that there are no golden rules applicable 
to financial independence. 

There are three good principles worth 
following, and they are easily memorized. 
Let’s call them the “three C’s” of finance— 
Courage, Caution, Common-sense, 

These are not infallible, but a liberal 
sprinkling of each, in every case of doubt, 
will go a long way towards reaching the 
goal every reader of this page is aiming 
for. 

Take Carnegie. He is supposed to have 
said: “Put all your eggs in one basket, 
but watch that basket!” 

He did not say: “Add courage, caution 
and common-sense.” And, that’s just 
where Carnegie’s advice falls down in the 
writer’s opinion. 

I know a man who followed Carnegie 
to the letter. He put all his eggs (to- 
gether with a large number of borrowed 
ones) into one basket. He watched the 
basket so closely that wild horses could not 
drag him away from it—at least not be- 
tween 10 a. m. and 3 p. m. The rest of 
the time he used to study the dope on his 
basket. 

Sometimes he ate a little and, upon a 
few occasions, snatched a few hours’ 
sleep. 

This lasted twenty-two months. 

At the end of that time— well, there 
was nothing left to watch. His antici- 
pated brood of golden chicks had shrunk 
to shells, and somebody had even nabbed 
the basket. 

Between manipulation of the market, 
too many eggs for sale in competition 
with his stocks, and a fight between the 
spoilers, he didn’t even have a chance to 
analyze what hit him. 

He lost about $250,000, which was a 
good deal more than he originally had. 
He still owes the rest. 

The sad part about this attempt to 


profit from a great man’s maxim is that 
the man who watched the basket is grow- 
ing too old to watch many more, or even 
to accumulate a few more eggs. 

He is well over sixty, and his courage 
not what it used to be. 

The eggs were a mining stock. Learned 
engineers differed about ore reserves or 
what not, as they always do. Their dif- 
ference of opinion ran from probable, 
possible, problematical and potential re- 
serves down to the hyperbolical and myth- 
ical. And between all the smoke and fire, 
they scrambled our friend’s eggs so that 
you couldn’t find a nickel’s worth of car- 
bon reserves that would serve to identify 
the original $250,000 pile 

Some of you will probably guess the 
name of the mining stock. It sold up from 
a few cents to over $10 a share, and back 
to about $1. It looked like a good gamble 
at one time, and perhaps still is. 

The one engineer who calls the other 
one a—prevaricator of mining values— 
may be right. And, he might be wrong. 
It is quite possible that neither is a pre- 
varicator, and both just don’t know. 
Mining is a funny proposition because 
nature is its master, and mere man with 
all his cleverness hasn’t got it down just 
pat. 

That is where Carnegie’s advice fails. 

He never hinted at the kind of eggs to 
accumulate. He implied that even if they 
were bad ones, continual watching might 
save the brood. In this alleged maxim 
of his he didn’t say anything-about Cour- 
age, Caution, or Common-sense. 

No man ever had a bigger supply of all 
three than Andrew Carnegie. He was too 
cautious to take U. S. Steel common stock 
in the big Morgan steel combine. He be- 
lieved the common stock to be all water 
at that time: and he was right. It after- 
wards sold at $8 a share. He wanted 
meat—not water. So he took his share 
in bonds. ‘Carnegie was cautious to the 
nth power, which is one degree higher 
than other Scotchmen. 


— <a 


I don’t believe Carnegie ever said any- 
thing about putting all your eggs in one 
basket. If he did—don’t do it. 

There isn’t a basket in the world fit to 
hold all the eggs. 

A better maxim is Caution, Courage, 
Common-sense; and it also has its limita- 
tions. If, however, our friend of the min- 
ing stock deal had applied the first 
requisite, he would not have had the cour- 
age to goin. If he had the Courage (not 
to be confused with Recklessness, which 
is a spurious counterfeit), Common-sense 
or Caution would have prevented him 
from jumping in. 

Plain Common-sense dictates: do not 
put all your eggs, nor even too many eggs, 
in one basket. 





AN INDIGNANT PROTEST 


This is to notify the public that reports 
to the effect that I am sick are erroneous. 
If I am ill, pure gold has the mumps. 

I did admit to a friend that the way 
some folks act these days makes me feel 
sick, but that is all there is to it. 

Never in all my long, illustrious life 
have I felt so useful; it is pep, not pip; 
that I have. 

Maybe I am not as popular as once, but 
the day will come when people who now 
treat me with contempt will be glad to 
have me for a pal. 

If I cannot do the things I used to, it is 
only because I am not given the chance; 
organically I am sound and I want it 
known that by the might of my sacred E 
Pluribus Unum they don’t make them 
any better. 

Therefore be it known by all men, 
women and little children that if you 
save me now when it can be done without 
much trouble, later on I will save you 
from trouble. 

Yours for an Easy Chair in Your Old 
Age. U. S. DOLLAR. 
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The Partial Payment Puzzle 


How Do They Do It?—-A Warning That May Save Money 


E have frequently commented on the 
ingenuity of the so-called “Partial 
Paythent Plan” of acquiring stocks and 
bonds. Considered on its merits as a 
means of assuring ownership of good se- 
curities in the future by pledging present 
credit, and paying off out of income, the 
idea is a good one, and even commendable. 
There is considerable danger in the 
scheme, however, to the smaller investor, 
partly because of the likelihood of his se- 
lecting the wrong type of securities, but 
mostly because of the danger of his choos- 
ing a dishonest broker. The investment 
field is infested with the mushroom type 
of “broker,” who has seen in the partial 
payment plan a means of “bucketing” upon 
a grandiose scale, collecting a regular 
stream of installments, never purchasing a 
scintilla of stock or bond, and taking a 
chance as to what will happen when his 
flimsy contract with the customer expires. 
The modus operandi of the new unre- 
liable school is about as follows: The 
broker secures prospects, mostly of the 
highly unsophisticated class. This is done 
by newspaper advertising or by means of 
“sucker lists.” The prospect is invited to 
pay 20% down and about 5% a month on 
a certain stock or group of stocks. At the 
end of a certain period, the stock becomes 
his very own. Meantime, it is represented, 
no margin calls will be made no matter 
how low the stock should go. 
This seems an Elysian-like way of 


buying financial independence, and it is 
only remarkable why the U. S. Steel Cor- 
poration does not buy in its own capital 
stock, as well as that of a few of its rivals, 


on the partial payment plan. Why should 
Jesse Livermore buy on margin and take 
chances when he can buy through Bunco 
Steerem & Co. on the partial payment 
plan, and take no chance of being wiped 
out? 

The answer is: It cannot be done, and 
done legitimately. A few selected broker- 
age firms, members of the leading ex- 
changes or investment houses, with ample 
capital to spare, looking for new business, 
and hoping they may build up a large satis- 
fied clientele among the moderately well- 
to-do investors, actually do this business. 
We have investigated a number of the 
better type, and are impressed by the fact 
that they actually go out of their way to 
accommodate their customers. They buy 
their stocks outright, or put up at least 
50% of their purchase with their bankers, 
and they hope that regular payment by 
their customers will fortify them during 
a bad spell, and that—eventually—the pur- 
chase will belong to the customer. Such 
firms usually add a percentage to current 
interest, or a “carrying charge” to com- 
pensate them for their risk, their unfavor- 
able contract, and the additional overhead 
involved. They carry nothing on this 
plan save the most seasoned, active, listed 
securities. 

Such firms are the exception, however, 
rather than the rule! 

We often receive circulars, turned in by 
subscribers, from the other kind. A mem- 
ber of our staff, who has spent a lifetime 
in Wall Street, asks: “If these ‘brokers’ 
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really bought the stocks, according to the 
plan outlined in their circulars, where 
would they stand in a panic like March, 
1907, or May, 1901’? The writer’s answer 
was: “My job is to analyze and write 
about something logical—not to solve 
riddles.” To goa step further: “They just 
wouldn't stand. They would fall, and fall 
hard; or rather the customer would do the 
falling, because small investors suffer 
mostly when a questionable house col- 
lapses.” 

The deceiving partial-payment circular 
is of the usual catch-penny variety. It 
holds out all the inducements of a dollar- 
padded old age, and tells you how to do 
it with 20% down and 5% monthly. It 
promises no margin calls no matter how 
far the stocks selected by customers fall. 
When you figure that commissions only 
amount to about $15 per 100, it should 
occur to the rawest kind of novice that it 
cannot pay Croesus to take on such a risk 
for so little reward. The payment of 
interest is no compensation because theo- 
retically and actually “interest” is not 
profit, being merely normal return on the 
natural working value of money. The 
nigger is not in the woodpile; he’s on top 
of the fence, hollering at you to keep 
away. 

We strongly urge this excellent plan of 
purchasing on partial payments, coupled 
with these recommendations: 

Deal only with a very reliable house. If 
members of the New York Stock Ex- 
change or houses in the class of the New 
York Stock Exchange are-willing to make 
the contract, you are fortunate. 

When you do buy, choose sound indus- 
trial or railroad stocks or bonds that have 
declined considerably from former levels, 
and are paying dividends or interest—with 
no prospect of reducing or passing either. 

Let a reliable house make a recom- 
mendation, if it cares to, and follow the 
recommendation if it selects seasoned, 
active, and well known issues. 

Never allow any person or house to 
include in its list some inactive, new, un- 
seasoned, or unlisted security of its own 
choice. A motive is very often behind the 
recommendation. Examine the latter very 
carefully. 

If you deal with an investment house, 
not members of aforesaid exchanges, make 
sure that it is in good standing with lead- 
ing Stock Exchange houses, is well 
thought of, and has ample capital. These 
investment houses usually arrange the 
deal through Stock Exchange houses, and 
should be able to give unchallengeable 
references. 

Throw all “over-attractive” literaure in 
the waste basket, and forget it. 





ATTACKS ON WALL STREET 

Speaking at the convention of the Asso- 
ciated Advertising Clubs, Richard H. 
Lee, of the National Vigilance Commitfee, 
said in part: 

“A misuser of advertising likes nothing 
better than to have one of his so-called 
competitors attack him. Our experience 
has proven that attacks of this sort 
brought by competitors, are the best ma- 


terial for gouging the public which mis- 
users of advertising can find. Let us take 
the fimancial field as an example. When 
some reputable house objects to the 
methods of the ‘fly-by-night’ promoter, 
what happens? They are immediately 
labeled as “Wall Street.’ It does not make 
a particle of difference where they have 
their headquarters, whether it be Chicago, 
San Francisco or Kokomo, they are called 
‘Wall Street,’ and then the promoter goes 
on to say that ‘Wall Street’ is trying to 
prevent him from offering this wonder- 
ful opportunity to the common people; 
that all great money-making schemes have 
previously been centered in a little circle 
of very rich men down on ‘Wall Street’; 
that one hundred dollars invested in the 
Ford Motor Company would now be 
worth several hundred thousand dollars; 
that if the opportunity had been given to 
the public to invest one hundred dollars 
in the Ford Motor Company, every in- 
vestor would now be immensely wealthy; 
that ‘Wall Street’ realizes this, and is so 
desirous of preventing the common people 
from getting in on these great money 
making schemes that ‘Wall Street’ has 
started this attack on him. 

“Can you think of anything which 
would make the shekels of the poor roll 
in any faster than a plea of this sort? 
If you think you can, then you lack the 
experience which I have had in seeing 
the shekels roll in on pleas of this sort.” 





A POSSIBLE SOLUTION OF 
FREIGHT CONGESTION 
(Continued from page 230) 


use of the waterways, largely a truck 
proposition, and the slowness and cost of 
present railroad methods, have brought 
this idea suddenly to the front. 

Harwood Frost makes the statement 
that a possible saving of $300,000,000 per 
annum can be made by the adoption by 
the railroads of mechanical equipment. 
Calvin Tomkins advocates the adoption 
of demountable truck bodies as standard 
unit containers for interchange between 
flat cars, motor trucks, warehouses and 
water carriers. C. T. Nicholson, of Se- 
attle, advocates direct transference be- 
tween ships and railroad cars. J. J. 
Cone and other prominent engineers have 
expressed their recognition of the prevail- 
ing need for the unit system. 

The interchange of equipment during 
the war has shown the benefit of a general 
management. If this effort were now 
transferred to a general management of 
the interchangeable unit containers, which 
can be gradually introduced, it will work 
no revolutionary methods, but instead 
will be simply an evolution, putting into 
general use, easier and better railroad 
and general transportation equipment. 

Walker D. Hines says: “We cannot 
turn back or arrest the great currents of 
human progress. One of these currents 
is the irresistible movement toward uni- 
fied transportation which shall actually 
promote the general public interest.” 

The railroads should certainly investi- 
gate the possibilities the unit system offers 
for economical operation. It would seem 
that there are no insuperable objections to 
its gradual adoption. At any rate, so 
plausible a plan merits careful study. 





He Is Going to Buy Bonds 


How a Small Investor Is Planning to Build Up an Income— 
Explanation of Some Points That Have Puzzled Him 


I HAVE been reading your “Building 
Your Income” section regularly. There 
is a lot in the magazine that is too deep 
for me but I have got my money’s worth 
out of that alone. I have adopted the 
plan you have mentioned of forgetting 
about a part of my salary. I am going 
to take ten dollars out every week and 
forget I ever had it. The next ques- 
tion is what to do with the ten dollars 
and I want to ask a few questions about 
it. 

In the first place, ten dollars will not 
buy a bond. How can I get the ten to 
building an income right from the start? 
If I put it in a savings bank I have got 
to keep it there until July 1 or January 1 
every time before I can get my interest 
on it, and then the interest is small. 

Another thing I don’t exactly under- 
stand is what you call the yield of a 
bond. If I buy a bond at 80 that pays 
me $5 on a $100 every year, I see that 
I shall get another $20 on a hundred 
when the bond is paid. But what good 
does that do me before the bond is paid? 
Why should I say that the bond yields 
me 6% when all I get is 5%? I shall 
get a profit when the bond is paid. But 
in the mean time all I get is $5 a year. 
Can you help me out on this?—J. T. L. 


If all the people in this country, or 
even half of them, would follow the plan 


you have adopted, it would give us a 
wonderful boost towards prosperity and 


progress. You can have the satisfaction 
ot knowing that you are acting not only 
for your own best interest but also for 
the best interest of everybody else. 
Now for explicit advice: The small- 
est bond you can buy that would be 
suited to your purpose would be a $50 
second converted 4%4% Liberty Bond, 
now selling for about $42.50. Inviden- 
tally, this is a mighty good bond to own 
—read the article on the Liberties in 
this issue. 
- You could buy this bond by instalments 
if you want to. There are plenty of 
good investment houses that would be 
glad to do that for you—we will give you 
the names of some of them if you want 
them. But since the total amount is so 
small, you have little to gain by it— 
nothing, in fact, for of course the house 
would have to lend you money enough 
to add to yours to pay for the bond, and 
they would probably charge you 6% in- 
terest for the money and perhaps more 
than that, as money rates are now very 
high. You would be getting interest on 
your $42.50 at the rate of 5%—that is, 
you would get annually $4.25 on an in- 
vestment of $85, which is at the rate of 
$5 per $100. There is nothing to be gained 
by paying 6% interest on money with 
which to buy a bond that yields you a 
flat rate of 5%. 


Save to Accumulate 


Your best plan is to put your money 
in a savings bank for four weeks until 
you get enough to buy this bond. Then 
the bank will probably buy the bond for 
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you. If the savings bank doesn’t want 
to bother with it, a trust company should 
do it willingly. Or you can buy the bond 
yourself through any one of numerous 
New York houses which make a specialty 
of dealing in Liberties of small denomi- 
nations. 

Very likely some of your friends or 
acquaintences want to sell some of their 
Liberty Bonds—lots of people are foolish 
enough to do just that, because the bonds 
are down—just the time when they should 
buy instead of selling. If so, you can take 
the bond off their hands at the market 
price, which is quoted every day in the 
newspapers. 

With the amount you are saving, you 
can just about buy one of these bonds 
every month, and it would be hard to 
find any better use for the money. After 
you get, say, five of these bonds, you can 
use them as “collateral” on which to 
buy one share of a good preferred stock, 
which would yield you 7% or perhaps 
8%, while your average interest rate on 
the money borrowed on your collateral 
would be less than those rates. When 
you get far enough along to take up this 
idea, we suggest that you write us again. 

You are not alone in not understand- 
ing bond “yields.” Doubtless only a small 
fraction of the population of this coun- 
try understand them. 


The Meaning of Bond Yields 


The term is used to express the average 
interest rate you will get if you buy a 
bond at a certain price and hold it until 
maturity, or the time when it is paid 
off. The object of making this calcula- 
tion is to enable you to compare the re- 
sults you will get from different bonds. 

For example, suppose you are consid- 
ering buying a bond at par which pays 
7% a year. Another bond is brought 
to your attention which pays 4% a year, 
matures in 10 years, and can be bought 
at 80—which means at 80% of its par 
value. Which is the better? One pays 
7% a year, the other pays 4% on par 
(which is 5% on a cost of 80), but gives 
you also a profit of 20 points when it ma- 
tures 10 years hence. How are you going 
to tell which will make you the more 
money? You have got to reduce these 
two yields to a comparative basis. 

You can distribute your final profit over 
the entire period year by year, and add 
it to the return of 5% which you get from 
your annual coupons; but this will not 
be a fair comparison, because you do not 
get the profit for ten years. Money that 
you get ten years from now is not worth 
as much as money you get now. What 
you have to add to your yearly income 
from the 4% bond is the present worth 
of the profit which you will get when 
the bond is paid. 

This makes a complicated problem 
which has to be worked out by. lo- 
garithms. You will find the formula in 
“A B C of Bond Buying,” by G. C. Sel- 
den, if you are interested. But investors 
could not possibly take the time to work 
this out for every bond they are interested 


in. - So mathematicians have compiled 
bond yield tables which give you these 
comparative yields for all sorts of bonds. 
A still more convenient method is to con- 
sult our book called “Bond Yields at a 
Glance,” which presents these same tables 
in the form of graphs. 

That is the reason why we say that a 
bond “yields” 6%, even though we get 
only 5% from it year by year—it yields 
that in comparison with other bonds of 
varying annual interest, price, and ma- 
turity. 


HOW TO CASH A BOND 
COUPON 


Cashing a bond coupon is even simpler 
than cashing a check, because the bank 
or other cashing agency is not required 
to guarantee an endorsement, and yet the 
letters to the MAGAZINE oF WALL STREET 
indicate that many new investors are puz- 
zled as to how to obtain their interest. 

Probably 99 investors out of every hun- 
dred have access to a bank. If so, that 
is the best place to deposit the coupon. 
If you have an account, the bank will 
credit you with the interest on the date 
of the coupon. If you have not such an 
account, the bank will usually cash a 
coupon as an accommodation. It will at 
least accept the coupon for collection. 

If you have not access to a bank, you 
should forward the coupon by registered 
mail to the nearest paying agency. In the 
case of a Liberty bond, this would be 
the Federal Reserve Bank in your district. 
In the case of other public bonds, it would 
be the treasurer of the political sub- 
division issuing the bond, unless a special 
agency is specified on the bond. 

The paying agency of a corporation 
bond may be the corporation itself, or it 
may be a trust company or a large under- 
writing firm. In nearly all instances the 
agency is specified on the bond itself, but 
a coupon should not be sent to the issuing 
corporation unless such corporation is 
specified as a paying agency. 

The United States Government, as a 
check against your income tax return, re- 
quires you to file a declaration of owner- 
ship of the bond at the time the coupon is 
cashed or deposited. Blanks are pro- 
vided for this purpose and can be ob- 
tained from any bank on personal applica- 
tion or from the nearest Collector of In- 
ternal Revenue by writing. The blank 
should then be filled out and surrendered 
with the coupon, 








TRYING TO PROVE THE DOLLAR 
NOT A DOLLAR 

In an address before the Musical Sup- 
ply Association on the subject of the rela- 
tion between bank loans and commodity 
prices, Howard S. Mott, vice-president of 
the Irving National Bank, said: 

“As the medieval world had all-of its 
thinking upset by Copernicus’ discovery 
that the sun did not move around the 
earth, so of recent years we havé been 
confounded and confused with the fre- 
quent assertion and the adduction of evi- 
dence that the medium of exchange is no 
more stable than is demand or supply of 
a particular commodity, and that in re- 
ality a dollar is not a dollar—that it is 
always something else than a dollar—and 
that you never know what it really is. 


THE MAGAZINE OF WALL STREET 





Beating the Landlord at His Own 


Game 


Co-operative Home Owning Solves the Problem of Rent 
‘ Profitecring—A Typical Example 


¢¢ DROFITEERING”—a nebulous sort 

of term now being applied to almost 
any advance made in the prices of necessi- 
ties—has had its most vigorous application 
in the matter of landlords and real estate. 

Legislative efforts to curb the “profiteer” 
in homes have had some effect; but, be- 
cause overwhelming demand and a 
scarcity of supply cannot be legislated 
out, the real root of the trouble has not 
been reached. 

With characteristic ingenuity, Amer- 
icans set about determining a more ef- 
fective way. The plan many of them 
have since adopted—co-operative home 
owning—has to a great extent met the 
situation. At one stroke, little groups 
have rid themselves of gruff landlords, 
undesirable neighbors and the dangers of 
over-raised _ rents. The co-operative 
method is now the working basis of many 
American homes. 


though the plan at first met with general 
opposition, due, no doubt, to its novelty 
and unproven character, the tenants fin- 
ally consented to it. Thus far they have 
had no cause for regret. 

The financial arrangement under which 
the buildings were offered was as fol- 
lows: One building, having six entrances 
and comprising six units of 10 apart- 
ments each, was valued by the Blank 
Corporation at $240,000. Each unit of 
10 apartments was organized into a sep- 
arate corporation, priced at $40,000, and 
offered to its tenants,-half of the valua- 
tion being placed on Savings Bank Mort- 
gage. There being 10 tenants in each 
unit, each person was responsible for a 
$4,000 interest, represented by 10 shares 
of stock in the “Apartment Corporation.” 

Tenants going into the plan could 
either take over their stock by half cash 
payment, with balance on mortgage, or 








MONTHLY COST TO PURCHASE AND RENTAL OF APARTMENTS. 


Plan A—$2,000 Cash. 
Monthly Rent 
Estimated Dividend at $12.00 per month 


Met Monthly Pageant... < .. 0.02 .cccccccccsereces 
Plan B—$1,000 Cash—$1,000 Installment. 
Monthly Rent . 
Instalment $14 per month for 72 months........... neni 
Average Interest on unpaid balance Ist year at 6%... 


Gross Monthly Paymen 
Estimated Dividend at 


Net Mon Payment 
Pan On -g508 Cash—$1,500 Installment. 
Monthly Rent 


Instalment $20 per month for 75 months... 


Average Interest on unpaid balance Ist year at 6% 


Gross Monthly Payment 
Estimated Dividend at $12.00 per month 


Net Monthly Payment 


Ist & 3rd th 
Fi 00 


$56.90 








In practice, there are numerous varia- 
tions of the plan of co-operative building 
and house-owning. The theory, however, 
is the same, viz., the tenants of a house, 
through assumption of an interest in it, 
become its part owners. Any earnings 
of the corporation which they form, as 
from increased rentals or reduced ex- 
penses, mean larger returns on the money 
they have invested; no tenants can be 
admitted into the house without their 
majority consent; and the possibilities of 
rent gouging are utterly removed. That 
the tenants assume a proportionate share 
in the risks which would otherwise be 
borne by landlords is, of course, a com- 
pensating feature. 

A typical example of the co-operative 
plan applied to apartment living—that, of 
course, being the field where it is most 
largely practised—is to be found in the 
case of the “Blank Corporation.” 

This corporation purchased 1,000 acres 
of land in a community near New York. 
The ground was improved and modern 
apartments erected upon it. Last year, 
when the housing shortage was at its 
worst, the Blank Corporation, anxious to 
turn over its capital, offered -ome of its 
apartment buildings to the tenants. Al- 
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else by two alternative plans, B and C. 
Plan *B called for the payment of $1,000 
cash and $1,000 in instalments of $14 a 
month for 72 months; plan C called for 
$500 cash and $1,500 in instalments of 
$20 a month for 75 months. Complete 
figures involved in this financial. plan are 
contained in the table herewith. 

Under the arrangement, tenants were 
privileged to sell their shares at any time, 
having only to first offer the stock to the 
Board of Directors. If the Board does 
not purchase the shares, tenants must 
obtain its approval of the party who does. 

Each apartment corporation, in this 
case, made a contract with the original 
owner, the Blank Corporation, to man- 
age the units and handle all details for a 
period of 10 years. By this contract, the 
tenants were relieved of the necessity of 
hiring help, purchasing supplies, making 
outside repairs, etc. 

How satisfactory this arrangement has 
been to the tenants of the apartments in 
question is evidenced by the enthusiasm 
with which they refer to it. And why not? 
Practically every disadvantage of apart- 
ment living has been removed—the plan 
does not burden tenants with bothersome 
details of management, although it gives 


\ 


them control; the rent question is set- 
tled for all time; all, as the table shows, 
at a price only slightly above normal 
rentals. 


WHY LOW RATE, LONG TERM 
BONDS ARE BEST 
(Continued from page 236) 


points, equal to 5.15% on the cost price, 
or a total of 10.7%, compared with 9.6% 
for the 7% bond sold in 1925. 

When one attempts to compare long 
term and short term bonds in the same 
manner, the computations are compli- 
cated by the fact that it is impossible to 
buy the-two bonds, security and all other 
factors except period being equal, on the 
same investment basis. Long term bonds 
now being employed as collateral to se- 
cure short term notes, in which case all 
factors except maturity period may be 
deemed nearly equal, are selling around 
a 6.50% basis. 

At first thought it might seem that a 
long term bond would show the same de- 
cline in investment yield in five years as 
a short term; in other words, that a 50 
year 4% bond purchased on a 6.50% basis 
should recover to a 4.50% basis, if a ten 
year 7% bond recovered from a 7% to a 
5% basis. Such is not the case, when the 
rates are moving toward a normal level. 
This is shown by the fact that, in periods 
of easy money, short term obligations, 
being more desirable, sell on the lower 
hasis of the two. 

Long Term Bonds 

For the purpose of illustrating the com- 
parative trend of a ten year 7% note and 
a fifty year 4% bond, reference is made 
to Graph III. It is assumed therein that 
the long term bond would recover from 
a 6.50% to a 4.75% basis in five years, 
while the short term note was recovering 
from a 7% to a 5% basis. 

A 4% fifty year bond, selling on a 
6.50% basis, would be priced at 63.11. If 
the bond recovered to a 4.75% basis by 
1925, it would be selling at 86.12. The 
flat return on the cost price would be 
6.34%, and the prorated profit (adjusted) 
would be about 3.9 points, equal to 6.17% 
on the cost price, or a total of 12.5%, 
compared with 84% for a ten year bond 
sold on a 5% basis in 1925, or 9.6% for 
a fifteen year bond sold on the same 
basis. The second comparison is shown 
in Graph IV. 

All four graphs assume that money 
rates will be constant for the five or ten 
years following 1925. In this case the 
high rate bonds would begin to decline in 
price as they neared maturity, while the 
low rate bonds would continue to in- 
crease in price, the short term more rap- 
idly than the long term. 

The computations are sufficient to show 
that, not only long term, but low rate 
bonds should be purchased for an ad- 
vance in prices. Conversely, short term, 
high rate issues should be bought against 
an expectation of a further decline. Some 
decline is possible in the next few weeks 
or even months, but that there will be a 
marked recovery within the ten year 
period, or even the five year, is almost 
inevitable. 

An important exception to this conclu- 
sion is found at the present time in long 
term 3% railroad bonds. 
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What to Buy and Why 


What the Charts Reveal as to the Comparative Market Actionsof Certain Groups of Securities 


By GEORGE A. HOWARD 


own reasoning, he is playing with fire. 
The day will come when advice alone 
will lead him to the edge of the cliff, if 
not over the edge. Then there will be 
the satisfaction of blaming someone else— 
probably unjustly; but there will be no 


He man who succeeds in Wall Street 
must above all else have his own 
opinions well defined. He will be better 
off with some expert advice; but, unless 
he is himself prepared to weigh its value 
and follows it only when checked by his 
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profit in that. Nothing will have been 
learned except, perhaps, a distrust of ad- 
vice. 

A man relying on his own judgment 
from the beginning may go wrong many 
times; but each failure teaches him some 
new pit-fall to avoid until, in the end, 
he attains what is for him a workable 
and profitable operating method. In brief 
outline I submit the following as a re- 
sult of my own market evolution. 


Why the Average Man Buys 


The average man buys stocks for 
profit and not for dividends; but he has 
always heard the advice, “Buy the good 
dividend payers. They will pay their 
board.” Quite often then, he comes to 
consider dividends first and profits second. 
I confess that it gives me a safer feeling 
to buy a standard dividend payer; and 
I enjoy getting the dividends. When I 
buy a non-dividend payer, I have an 
apologetic feeling. I am speculating, not 
investing, forsooth. When it comes to 
something under ten or twenty dollars, 
that is gambling. Those are still in a 
measure my sentiments and in a broad 
way that is the advice given by financial 
publications and market analysts. Suppose 
we investigate and see how this policy 
works in actual practice. 

After all it is profits that we are in- 
terested in. Let us compare results. The 
tables herewith were made in November, 
1917, and give the figures which induced 
me to turn from haphazard trading toward 
the type which seemed to me to promise 
the greatest percentage of profits. The 
only consideration on the cheap stocks 
was that they sold around or below twenty 
in both the 1907 and 1914 breaks. There 
was no effort made to pick winners. In 
fact, I checked these results very closely 
by taking a financial manual and listing 
cheap, standard and investment stocks in 
order, regardless of considerations which 
might make particular stocks act dif- 
ferently from the average; and if the 
accident of alphabetical association shows 
the same relationship, it must be depend- 
able. The standard and investment lists 
I have made up cover stocks which came 
within those classifications in both periods; 
and in these lists the dividends paid were 
allowed for in arriving at the percentage 
of rise. The results as shown in the 
tables are self-evident: the cheap stocks 
show a far greater percentage of rise 
than the standard stocks and,they in turn 
show an increase over the investment 
stocks. 

The next stage was an attempt to profit 
by these figures. The tables give the 
result of the rise from the 1917-18 lows 
to the 1918-19 highs. All but three of the 
cheap industrials failed to fall below 
twenty in this break, so I substituted ten 
picked out for my own purchases. 

Once more the comparison holds. Com- 
bining all the results covering these three 
major breaks we obtain a possible 292.5% 
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profit on the cheap stocks against 74.8% 
on the standard and 38.6% on the invest- 
ment classes. The cheap stocks show 
nearly four times as great possible profits 
as the standard stocks. So much for the 
figures. Is there any reason why we 
should not accept their evidence? Let 
us see, 

The ordinary dividend payer sells from 
60 to 125 and brings in a good income. 
However, it is good collateral at the bank 
and will “carry itself” in normal times 
at your broker’s; and here enters the wolf 
—over-trading. It is so easy to buy more 
on margin. Your non-dividend payers, 
even when they sell at high prices, bring 
no revenue and the carrying charges act to 
a certain extent as a brake on over-trad- 








TABLE Ill.—“‘WAR BABIES.”’ 
1914-5 1915-6 Per Cent 

Low High ise 
4% 147% 
50% 
125% 

99 
73% 
109% 
76% 

700 

195 


Atlantic Gulf & W. I.... 


Maxwell Motors 

Atlantic Gulf, pfd 
Crucible Steel 

Amer. Writing Paper, pfd. 
Bethlehem Steel 
Studebaker 

General Motors 


3182 
8040 
4088 
549 
647 
855 
1425 
2273 
448 
937 








ing. When you get below 30 your bank 
is not interested and your broker wants 
a far heavier proportional protection— 
stronger brake. Falling below 20 to any 
extent means cash trading and that elimi- 
nates the market’s greatest danger, over- 
trading. 

The safest money is not made in hang- 
ing over the tape watching the day to 
day movements. Neither is it made in 
buying the rapid-fire fluctuating specialties. 
Rather is it in the carefully considered 
purchase for the long-pull profit; and this 
is where the cheap stocks shine. Of 
course, dealing with smaller profits in 
points, it is necessary to buy closer to the 
bottom and sell closer to the top to reap 
the full benefit of the higher percentage 
of profit on the cheap stocks; but cer- 
tainly that will not make up for a four- 
fold increase in that percentage. Then, 
too, buying and selling at the right time 
is just as much of a problem with the 
standard stocks, even if it doesn’t affect 
the profit percentage so rapidly. 

I would not buy the worthless stocks 
merely for the sake of cheapness, though 
at times even that seems plausible; wit- 
ness Alaska Gold rallying from 1 to 5% 
or Assets Realization from % to 9%. I 
would leave Curb issues alone and would 
not run into danger knowingly, as in cases 
where receivership seemed possible. On 
the other hand, after the worst is known 
and a stock appears to have no friends 
s the very time to buy and receivership 
is no bar: witness Missouri Pacific’s rally 
rom 134 to 22% before the assessment 
vas paid. 

It would be possible to make up all 
sorts of lists; but for any hand picked 


list of high priced stocks like Crucible, - 


General Motors and Mexican Petroleum, 
there can be made up another of cheap 
stocks to maintain the percentage and at 
the same time keep your feet closer to the 
ground. I append two tables of interest 
in this connection. In the “War Babies” 
table (III) it is notable that only three 
started above 20. As contrasting with 
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that table, consider the following, showing 
declines which took place in ctrtain old 
time investment issues over a long period 
of years: 

New Haven 

Missouri Pacific 

Boston & Maine 

De 


Third Avenue 
Federal Smelting 
This serves to call attention to the ob- 
vious fact that the investments of today 
may be something quite different tomor- 


row; and that the higher price you pay 
for a stock the more you stand to lose, 
if your judgment is wrong. 

These various tables are the basis of 
my belief in the “Cats and Dogs” as 
profit makers. I do not say that they 
are the only stocks to buy but I do say 
that they can be profitably used for a 
considerable percentage of a man’s trad- 
ing capital; I should say not less than 
50% in stocks costing 20 or less and a 
further amount in stocks between 20 and 
30. I believe this would tend not only 
toward greater profits but toward greater 
peace of mind. 








WHY NOT AN “INVESTMENT ASSOCIATION” 


Building and loan associations have be- 
come popular and successful and have 
encouraged the saving of a great deal 
of money. Why cannot the same idea 
be applied to investment in bonds as well 
as in homes? 

The same general plan could be fol- 
lowed, and there would be no greater 
difficulty about putting it into practice. 
An investment association would need a 
responsible treasurer under bond, to be 
paid according to the size of the group. 
In the case of a small association, his 
duties would take but little time and would 
not interfere with his regular business. 

It would need a board of directors to 
advise as to the investments to be made. 
One of these could be an officer of a 
trust company. The association’s funds 
could be kept with this trust company 
until otherwise invested, and in that way 
the aid and advice of the trust company 
could be obtained in the placing of the 
money. 

The association would be similar to the 
British “investment trust” on a small 
scale. Its membership might range from 
20 up to any desired number of persons. 
The board of directors could submit to 
a vote of all members any investment that 
was thought desirable, so as to retain the 


personal interest of all. In short, there 
would be no practical difficulties that 
could not be overcome. 

There would be several 
about such an association: 

1. It would encourage saving and dis- 
courage investment by members in fake 
stocks and wild-cat speculations. 

2. It would permit a better diversifica- 
tion of bonds than could be obtained by 
any one member working alone, thus re- 
ducing risks. 

3. It would give each member the bene- 
fit of the combined judgment of the whole, 
together with the aid of the trust company 
in making selections. 

4. The individual investor sometimes 
sells out because of unfounded fears, or 
in order to spend the money for some 
luxury. The association would not- do 
this, though it would permit him to with- 
draw his money gradually, as in the case 
of the building and loan association. 

5. Savings banks pay very small in- 
terest. The association could buy bonds 
to return 7% or possibly more, in the 
present state of the markets. 

This idea was suggested to us by Mr. 
J. Lindsey Parsons. We wish to credit 
him with having originated it. 


advantages 








OPEN MARKET FOR 


The April 3 issue of THe Macazrne of 
Watt Street predicted in an article en- 
titled “Speculation in German Securities” 
that the constantly growing demand for 
German municipal and governments would 
before long create an open market for these 
securities in this country. That predic- 
tion has come true. For nearly two weeks 
German city and government bonds have 
been traded in very actively on the N. 
Y. Curb, total sales aggregating approxi- 


GERMAN BONDS 


Amount 
- (in Marks). 


Berlin 4s . 

Bremen 4s 

Greater Berlin 4s 
Cologne 4s 

Frankfort 4s .. 
Frankfort 5s .. 
Hamburg 4s ... 
Hamburg 4%s 

German Government 4s. 


Nuremberg 4s 
Vienna 5s 


*By annual drawings beginning this date. 


1919 55,000,000 
1909-1914 1,137,807,400 
Munich 4s 1914 10,000,000 

12,000,000 


GERMAN SECURITIES 


mately $30,000,000. . The most active on 
the list are the Berlin 4s, Hamburg 4%s, 
Bremen 4%s and Vienna 4s. For the 
benefit of our readers interested in above 
securities, the table herewith has been 
prepared giving the most essential points 
concerning them. 

In an early issue of the MAGAZINE oF 
Watt Street another full account of the 
investment features of these securities will 
be offered. 


DEALT IN HERE. 


Smallest 
Denomination 
(in Marks). 


100 


Interest 
Payable. 
M. S. 
A. O. 


Maturity. 
1979 


fg 
$. 

27 
. A. 
xk. 


tKronen. 





Readers’ Round Table 


THE PEOPLE A SECURITY SALESMAN 
MEETS 


Editor, THe Macazine or WALL Street. 

Sir:—The salesman of securities meets 
many different sorts of people. Some of 
them are interesting, and a few are in- 
structive. 

One of the types we meet more often 
than the readers of your MacazIne would 
think possible, is the one who sets out to 
beat the banker at the banker’s game. He 
appears to take any offering in semi-ac- 
tive stocks or bonds, and tries to buy at 
a price that will enable him to sell to the 
dealer making the offering, at a profit to 
himself. One individual in particular, a 
practicing physician, spends a great deal 
of time at this. He knows little of the 
dealer’s facilities for buying in the lowest 
markets. 

More interesting is the plan of a cer- 
tain other man of moderate means who 
thinks he is a good judge of the ease 
with which a new issue will be sold to 
the public. He scans the circulars which 
come to him, and when he sees something 
that he thinks will be oversubscribed, and 
therefore sell at some advance, he‘enters 
his subscription, with one or several deal- 
ers, perhaps having to put up no money 
at the time. He then waits until about 
the day books close, and if the Street is 
bidding more than the subscription price 
he gives an order to sell. Sometimes, I 
think, he does very well, but at times he 
gets caught badly, and lately had to beg 
to be let off, for the Street price was be- 
low the price he was to pay, and he had 
ordered Several times the amount he was 
able to pay for. 

Many of us wonder why, just after a 
new issue is sold, there is so much of it 
on the market. It was in looking up the 
source of this floating supply that one 
large house found out the methods of this 
man, and since then his name has been 
taken from the mailing lists of several 
houses. Bankers have little use for the 
customer who sells the day after they 
think an issue is safely tucked away with 
investors. The house of issue has 
troubles enough to maintain a satisfac- 
tory market for their pets without com- 
peting with a man like this who is try- 
ing to get a free ride. 

Of an entirely different type is a fam- 
ily I tried to sell years ago, having been 
told in their town that they owned many 
bonds and were buying often. To my 
surprise, the head of the family displayed 
no interest in the bond I was offering. I 
later discovered the reason why. 

Some of the story I got from the cash- 
ier of the bank in that town. This 
would (n’t)-be customer bought high 
grade listed bonds, nothing else. He 
never speculated in his life, never, that is, 
in securities. He speculated on the times. 
He was (he is dead now) one of the very 
few men I ever met who would buy at 
about the bottom and sell around the top. 
They won't do it, they can’t be made to 
do it, I’ve tried and it’s no use. This 
man’s son is following the same plan and 
on taking an inventory some time ago 
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counted securities to the value of over a 
million dollars. 

In order to present contrasts I will re- 
fer next to a man who has no system 
whatever. He will refuse a certain type 
of bond for no reason, and a few days or 
weeks later, buy one of the same kind, 
but inferior. He keeps a purchase a short 
time and sells. If he sees a small profit, 
he is afraid he will lose it; and if it 
shows a small loss, he is afraid it will 
run to a larger loss and he sells. He does 
not trust his judgment, or that of others. 
He never seems to keep any security over 
six weeks, and flounders along, afraid he 
will do something wrong. 

In some places investors will trade out 
their holdings for something else, if 
shown a small profit; in others they will 
not switch if shown that it is undoubtedly 
to their advantage. I say in some places, 
for this trait seems to be geographic. I 
have been told years ago that a Maine 
man would change anything at any time 
for the fun of it and a one point profit. 
Perhaps they know better now. I never 
sold in Maine. 

Speaking of system, I have one man in 
mind who read of a plan years ago, and 
follows it to the letter, no matter how 
good a security he turns down in the 
process. He puts one-third of his money 


in good bonds, one-third in good stocks, 
preferred usually, and one-third in com- 


mon, or low-priced stocks bought with 
the idea of making money on them. In- 
come, profits, and new money are invested 
in thirds as before. This man does very 
well, as he uses judgment in his buying. 
(This plan was suggested in THe Maca- 
ZINE OF Watt Street about ten years 
ago. It is still a good one.—Eb.) 

Of prejudice in investment, we find no 
end. Hundreds will not invest away from 
home. They think they know more about 
a corporation near home, though as a mat- 
ter of fact they never look at the prop- 
erty, or study the reports, and would gain 
little if they did. Often I have told some 
one that I would buy a bond on a vol- 
cano situated on the moon, if only I knew 
that the principal and interest would be 
paid. 

As to bonds of foreign countries, until 
lately most people would not buy them 
under any circumstances. Even recently 
I have mentioned Japan Government 
bonds to some people, who shuddered and 
said they never bought foreign stuff, and 
then they asked my opinion concerning, 
some wildcat stuff that had managed to 
get by the blue sky laws. 

A difficult man to sell is the one who 
insists on having some friend tell him the 
Security he is considering is all right. It 
is a certainty that most of the people he 
asks will say, “Don’t do that,” for it is 
human nature to say don’t and few will 
say, “do.” Added to this is the fact that 
no one wants to take any responsibility 
for another’s investments. 

I have some customers who buy because 
of the rate of interest, some because of 
the dates the interest is paid, in order to 
have money for Christmas, or for a vaca- 


tion; some because they have heard of 
the company before, or have a general 
impression that the business is an usually 
profitable one, and a few because the se- 
curity they buy fits their “plan,” and the 
one I offer is the best of the kind. But I 
find very few who have any plan at all andi 
then they are not apt to tell me about 
the system, or give me sufficient informa- 
tion as to their wealth, or other holdings, 
to enable me to be of any help to them. In 
such cases, my experience with invest- 
ments is of almost no use to my cus- 
tomers. They do not realize that if I 
knew all the facts I would at once say 
that the sécurity under consideration was 
not the best for them if it were not and 
would find something else, even if there 
was little or no profit for the house in the 
sale—H. E. 





WHEN WALL STREET HAD NO 
TELEPHONES 


Editor, the MAGAZINE oF WALL STREET. 

Sir:—I read each issue with much care 
and find some good information in it. Of 
course, I know you people are not in- 
fallible prophets; if you were, you would 
not be publishing magazines, but would 
take a plunge in Wall Street and start 
a Billionaire Club; winter at the Break- 
ers at Palm Beach and summer in the 
White Mountains at the Mount Wash- 
ington. 

I have known Wall Street for quite a 
time. I was clerk in a broker’s office dur- 
ing the panic of “black Friday” (so you 
see I am no broiler). During that panic, 

saw the price of stocks make devil 
dives, leaving wrecks all over the United 
States. 

In those days, as well as these, there 
were expert sheep shearers in Wall Street, 
and I have seen many shorn. 

A cashier of one of our local banks 
would go to New York, and from the 
way he talked on his return, one would 
think he had been sleeping with Jay 
Gould. He was as full of points as a 
porcupine and would impart his infor- 
mation in such a positive manner to our 
customers in our back office, that one by 
one they would sneak into our private 
office and follow his advice, which usually 
would furn out wrong. 

One of the duties of us clerks was to 
round up customers for whom we were 
carrying stocks on a margin. We called 
at one house, the servant came to the 
door and informed us that her employer 
was out of town and she did not know 
when he would return.- She shut the 
door quickly and we were suspicious, 
and when we were half a block away, 
turned and saw our man on the roof of 
his house, watching us like a squirrel. 
We hastened back; the same girl an- 
swered the ring, we informed her that she 
was mistaken about her employer being 
out of town, and before she could close 
the door, we pushed past her and went 
up the stairs, three steps at a time. We 
got our man and served our notice that 
unless he put up more margin his stock 
would be sold. 
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In those days, there was no telephone 
or even a single wire between our office 
and the New York one. We used a code 
to save expense and had to be mighty 
careful. I remember one customer or- 
dered us to buy fifty shares of a stock 
that was selling over par, and they used 
the wrong code and up came word that 
five hundred shares had been bought. 
My employer said to his partner, “Let’s 
take our loss if we have to,” and or- 
dered the sale of four hundred and fifty 
shares. They lost a point on it, and had 
they held it until the next day would 
have lost five points. 

I have seen many panics since that of 
Black Friday; each one looked as if the 
bottom would fall out, but it never did, 
and never will. 

I have gleaned many chunks of wisdom, 
which perhaps I will write you about at 
some future time. 

Yours very truly, 


Georce F. NIcHOLs. 





EFFECT OF GOVERNMENT TAXATION 
ON LUMBER INDUSTRY 
Editor, MAGAzINE OF WALL STREET. 

Sir :—The lumber business is all shot to 
——, we might say. Not because there isn’t 
plenty of demand, but output is away be- 
hind. There is plenty of lamber,—in the 
tree. But supposing you owned 10,000 
acres of fine timber land, and supposing 
you cut the trees into logs and sawed them 
up into lumber. Those trees have been 


cut, and they have disappeared off your 
lumber lot and not for generations will 


they grow again. So long as you don’t 
cut ’em they are still there and the value 
is still there. But today if you put them 
into salable lumber and you sell this 
lumber and make a handsome profit the 
government steps in with about a half a 
dozen brands of taxes, and you don’t have 
to figure long to dope it out that if you 
had left those trees a-standing you’d be 
better off. So owners of standing timber 
aren’t extending themselves. -Hence, 
scarcity of lumber and high prices. A man 
is somewhat of a sucker to build now- 
adays and pay present high prices for ma- 
‘terial and labor. There is no inducement 
for us to hustle, so we lay down on the 
job, and the reason for this is the present 
system of taxation. It’s all wrong. 


3. &..?. 





DANGER OF OVER-EXTENDING 
EUROPEAN CREDITS 


Editor, MAGAzINE oF WALL SrTreeET. 


Sir:—In your May 15 issue, under the 
caption “The Outlook,” you make refer- 
ence to the international trade balance in 
our favor and the fact that this is being car- 
ried in the main by means of commercial 
bank credits. 

I quite agree with you that this situ- 
ation has been altogether too much over- 
looked as a factor in the general busi- 
ness Situation. Europe is by no means out 
of the woods. They are suffering from 
price inflation and speculation far more 
than we are, and there is great danger 
that credits have been extended to Euro- 
pean customers of ours whose financial 
position will not be strong enough to 
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weather a serious break in the present in- 
flated prices. 

Should a financial crisis occur in Europe 
such as recently occurred in Japan, it is 
not difficult to forecast that two or three 
billions of foreign accounts ‘receivable 
now carried on the books of our own in- 
dustries would shrink to perhaps two or 
three hundred millions, actual value. What 
this would mean in terms of banking credit 
extended to those who are heavily engaged 
in the export business is only too ap- 
parent. 

These credits do not seem to be in pro- 
cess of liquidation in any manner. By 
means of renewals, they are being car- 
ried for periods of six months or longer 
and the aggregate amount is constantly 
growing. No serious attempt has yet been 
made to convert these banking credits into 
long term obligations. 

These European current credit accounts 
have absorbed so large a part of our com- 
mercial credit resources that they now 
constitute an element of weakness as great 
as any purely domestic difficulty we have 
to face. They in effect make us partners 
in the day to day vicissitudes of Euro- 
pean business conditions. 


H. J. McCoy. 





THE “POWERS BEHIND” WALL 


STREET STOCK PRICES 
Mr. Ricuarp D. Wycxorr,- * 


Dear Sir:—It is my theory that 
appoints a “master mind” to run the mar- 
ket. I have watched their tactics for 
fully 40 years. What say you? 

I am interested in cycles—long and 
short ones. I commenced to study cycles 
in Chicago while on the Board of Trade 
40 years ago and fully believe in them. 
My axiom is: Cycles come and go on 
time, but their intensity depends upon 
existing circumstances. This applies to 
both financial and commercial affairs as 
well as to human beings. Humans, how- 
ever, vary according as nature endowed 
them at birth. 

I have profited from every deal in stocks 
and grain which I have made since last 
July. However, I am conservative, do 
not plunge heavily, and keep my daily 
graphs. I make my own forms (had a 
plate made and printed to suit me) and 
with it all I keep data on my own horo- 
scope. I depend entirely on my own judg- 
ment, based on my experience and knowl- 
edge of cycles and swings. G. W. R. 


Some years ago I wrote a series called 
“Powers Behind the Market” which more 
or less covered the subject you mention. 
I do not think there is a master mind run- 
ning the market, but a great many master 
minds are operating pools and syndicates 
in the various groups of securities in 
which they are interested. I believe these 
interests work more or less in harmony— 
not only do they check each other up, 
but they are represented by expert judges 
of technical conditions and they know by 
the buying or selling response in their 
various stocks which way the tendency 
appears to be. 

There is a great deal in the study of 
cycles, and I am glad to know that you 
have turned your investigations to such 
good account. Stock market cycles vary 


-country’s business. 


alike from twenty minutes to twenty years 
and they all fit in to each other nicely. 

I haven’t paid much attention to the 
grain and cotton markets recently, but 
they are governed by the same laws and 
have the advantage of being all one kind 
of stuff instead of many hundreds of 
different kinds of stocks which are pulling 
against each other in the stock market. 

Ricnarp D. Wycxorr. 





THE IMPORTANCE OF BANKING 
SURPLUS CASH 


Mr. Ricnwarp D. Wyckorr, j 


Dear Sir :—There is not enough money 
in the banks of the country to do the 
There are several 
reasons for this, but one of the reasons 
is that people are carrying the country’s 
money around in their pockets, where it 
does nobody any good. This is not in- 
tentional hoarding of money, but the effect 
of it is just the same as if the money 
were being hoarded, as it was during the 
tempestuous days of 1907. 

When we are trying to get things back 
to normal after the war and to start busi- 
ness up again it would seem to be the 
patriotic duty of everybody to keep his 
money in bank, where it will benefit the 
whole community. Just now men—and 
probably women—are carrying around 
with them every day from two to ten times 
the amount of cash they formerly car- 
ried, and everybody is carrying more cash 
in his pocket than he needs. 

Would it be possible for you to bring 
to the attention of the people the wisdom 
and duty of keeping their money in banks 
instead of in their pockets? The Ameri- 
can people are so keen and fair that I 
feel sure they will respond instantly to 
this suggestion if it is brought before 
them. 


Yours very truly, 
Epwarp §S. LItte. 





APPRECIATION FROM A FRIEND OF 
LONG STANDING 
Editor, MAGAzINE oF WALL STREET. 

Sir :—I have been a steady subscriber to 
your Investment Letter Service and also 
Trend Letter for some years and am glad 
to say that your information has always 
been of the most sincere and best given 
that I ever knew and I am grateful to you 
in many ways for your services. Please 
accept my most sincere and deep apprecia- 
tion of your good services. I am deeply 
indebted to your organization and the 
editor, Mr. Richard D. Wyckoff, for the 
advices sent in the past and feel sure that 
the future will be even more promising. 

Very cordially, 
Maurice Kressin. 


We trust that our Investment Letter 
will continue to prove beneficial. It 
is only to be expected by reasonable people 
that advices cannot always be correct as, 
for example, in the case of Simms Petro- 
leum, where the appearance of salt water 
in the wells put an entirely different aspect 
upon the proposition. Our belief con- 
tinues, however, that the difficulties in the 
Simms properties will be overcome in time 
and that the stock is worth holding. 

Ricwarp D. Wyckxorr. 
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Trade Tendencies 


Prospects of Leading Industries as Seen by Our Trade Observer 





Steel 
' Irregular Market Position 
AN outstanding feature of the steel in- 
dustry at the present time is the dif- 
ference in the market position of differ- 
ent branches. Plates and structural mate- 
rial, for instances, have been yielding in 
price in spite of small available supply 
and production handicaps, while certain 
lines of sheets and bars maintain their 
strength. Wire products are not as strong 
as they were some weeks ago, but good 
activity is sustained, and pipe goods are 
still in scant supply. 

Transportation conditions have im- 
proved noticeably, but apparently the im- 
provement in production has affected the 
producers of primary products like coke 
and pig iron more than the makers of 
finished steel. With the improvement, in 
traffic, the main question now is getting 
a sufficient supply of coke and iron, which 
appears to be difficult at the present time. 
Advancing prices have indicated the in- 
trinsic strength of the position of the coke 
and iron makers, especially as they’ have 
been supported by an increasing export 
demand. 

The decline in activity of the structural 
steel industry has been noteworthy. It 
has gone down steadily from about 90% 
in January to some 6114% of capacity for 
May, and further decline would not be 
improbable in view of the regular season- 
al depression in this industry. A lessen- 
ing of demand from this source has been 
observed, together with a marked slump 
in automobile steel buying. Demand for 
cars, except of the lower-priced kinds, has 
been falling off, and men have been laid 
off from a number of plants. The reason 
seems to have been general deflation as 
much as the difficulties of transportation. 





It is especially remarkable, as only a 
month or so ago the automobile industry 
was so fortified that it was incurring the 
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extra expense of shipping bulky mate- 
rials by motor truck rather than wait for 
railroad congestion to improve, and at 
the same time was bidding up the prices 
of sheets and other finished products as 
against other steel consumers. 


Export Improvement 
Foreign buying is showing improve- 
ment, in spite of the Japanese collapse. 
European purchases, particularly in the 
case of England and Scotland, have been 
heavy, and some business is still being 
done with the Far East. Light rails par- 
ticularly are in demand in the export trade. 
Railroad equipment buying is continu- 
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ing at a satisfactory rate, with prospects 
of decided improvement before the year 
is up. Some makers are said to be buy- 
ing considerable steel in advance, antici- 
pating rate increases and the carrying out 
of financing plans recently under consid- 
eration. 

Improvement in coal and coke produc- 
tion, and prospectively in pig iron, should 
eventually help to put the steel industry 
on an active plane of production, provid- 
ed of course present transportation handi- 
caps are removed. From all indications, 
1920 may be one of the most prosperous 
years the industry has known, barring of 
course the war period. 


RAILROADS 
Rate Increase Likely 


With the publication of the tentative 
valuations of a number of railroads and 


the continuation of the hearings before 
the Interstate Commerce Commission, the 
roads are approaching nearer to the def- 
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inite announcement of a general rate in- 
crease. The favorable attitude of ship- 
pers to the proposed rate increases ap- 
pears to be based on a realization that the 
financial difficulties of the railroads are 
to a large extent responsible for the 
present distressing traffic situation, inso- 
far as it is affected by shortage of cars 
and failure to construct new mileage, un- 
der-maintenance, and the like. 

The shippers claim, however, two res- 
ervations to the freight rate increase. In 
the first place, they insist, and certain of 
the preliminary valuations bear them out, 
that in some cases the railroads have 
loaded their book property accounts to 
the point where they are unreliable as a 
guide to rate-making, and that if a fair 
rate increase based on the revised valua- 
tion is not sufficient to support their pres- 
ent financial structure, so much the worse 
for their financial structure, even if it 
leads to reorganizations and recapitaliza- 
tions, 

Second, the rate structure of today is 
so delicately adjusted that a wholesale 
increase of freight rates, while it would 
undoubtedly benefit the railroads, would 
upset the present relations existing be- 
tween one set of shippers and another, 
and between one locality and another. 
While they agree, therefore, to the gen- 
eral idea that the railroads’ freight rates 
ought to be raised, they urge that read- 
justments be made within the new rate 
structure as soon as it has been given out. 
While the immediate announcement of 
the rate increases will benefit the roads 
financially, therefore, they will not be able 
to estimate traffic and earnings accurate- 
ly until the minor adjustments are made. 

As the Interstate Commerce Commis- 
sion’s decision is not expected till the 
middle of July at the earliest, this will 
mean probably shifting rates for the re- 
mainder of the year, with consequent un- 
certainty when crops move in the fall. 


(Continued on page 272) 
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Trade Tendencies 
(Continued from page 270) 
Transportation Progress 

Encouraging progress is reported in the 
general traffic situation, which has been 
hampering industry since the early part 
of tke year, but did not come to a head 
till the switchmen’s strike in April. The 
difficulty is, however, that as transporta- 
tion improves production, - particularly in 
the heavier commodities, goes up with it, 
leaving the situation ultimately not much 
better than before. 

Large-scale buying of equipment, and 
perhaps later new railroad construction, 
will provide the solution for the present 
dilemma, but preparatory to all is the 
work now being done on rate increases, 
in most cases for freight, but in certain 
districts for passenger traffic also. 


Silver 
Pittman Act to Take Effect 

According to recent announcements 
from Washington, the Pittman Act 
passed some time last year, according to 
which the Government is required to take 
over 200,000,000 ounces of silver from 
American producers at $1 an ounce, will 
be applied in a short time to the relief of 
American miners. Certain restrictions 
which preserved the protection of the act 
for American miners and smelters and 
which were found difficult to fulfill be- 
cause of practical obstacles have been set 
aside, and it is expected that smelters and 
refiners will soon be able to take advan- 
tage of the provisions of the act. 

Up to a few weeks ago, it had not been 
considered likely that the Government 
would be appealed to to buy silver under 
the terms of the act, as its price was 
then well above the fixed price of $1 an 
ounce. Recent developments in the Far 
East, the steady improvement in foreign 
exchange, the heavy sales of silver metal 
by Germany and France, the financial un- 
certainty in China and the poor trade po- 
sition of India, together with the permis- 
sion granted by the latter country to melt 
rupees into bullion, combined to depress 
the price of silver below 8&5 cents an 
ounce, compared with a high of about 
$1.40 an ounce. 

As American silver production is esti- 
mated at about one-third of the total 
world production at the present time, the 
fact that this large proportion will be 
withdrawn from the commercial market 
to enter the Government treasury vaults 
is expected to strengthen the market for 
silver, and perhaps in the long run bring 
it up above $1 an ounce again. It is nota- 
ble that little actual selling has been 
done at the recent nominal quotations be- 
low $1, indicating that the producers are 
holding on for better prices, though de- 
mand temporarily is very weak. 

In this connection the growth of the 
moving picture industry is expected to 
provide an additional large source of de- 
mand for silver. as silver compounds are 
used in developing the films. the same as 
in ordinary photography. The expansion 
of the “movie” abroad offers great pros- 
pects in this direction. 

Longer-Range Outlook 

Apart from this, however. the outlook 
does not show many factors indicating 
higher prices for silver. At the current 


rate of production of American silver 
mines, the protection afforded by the 
Pittman Act will expire within four years, 
if all the silver produced and entitled to 
Goverrtment sale is so disposed of. At the 
Same time new sources of supply are al- 
most certain to come into the market. In 
the first place, as production costs go 
down, many mines which are not profit- 
able at the present time will become pro- 
ducers, and should labor become cheaper 
or more efficient more of it can be used 
at the mines, leading to a greater produc- 
tion. 

Moreover, Europe, Australia and more 
particularly Mexico are not producing at 
the present time as much as they have 
produced in the past and are known to be 
capable of producing still. With the set- 
tling of political conditions greater pro- 
duction from these sources may be ex- 
pected. 

Another factor of importance is the 
copper mining industry. While the pres- 
ent large balance of 400,000,000 pounds 
surplus of unsold. copper overhangs the 
market, the copper producers are turning 
out only 50% of capacity, and will prob- 
ably remain at that level of activity until 
the surplus stocks are disposed of and de- 
mand improves, particularly in the export 
field. As- soon as this happens, produc- 
tion will be increased, and may even be 
doubled. With greater production of 
copper, silver, which is largely produced 
as a by-product of copper mining in- this 
country, should appear in greater quan- 
tities. 

The outlook, therefore, is that over the 
next few years much larger supplies of 
silver will come into the market, and it 
is probable that the international price of 
silver will remain below the Government 
fixed price of $1 an ounce for American 
silver. The American producer will be 
protected by legislation for some three or 
four years more, but after that time will 
have to sell his silver in the world’s 
markets, which, unless conditions change 
materially from their present indications, 
will-be below what he is about to get from 
the Government, _ 


Oil 
Production Increases 

A gratifying feature of‘recent oil de- 
velopments has been the increase in pro- 
duction in American territory. Activity 
in drilling operations has been stimulated 
by the high prices prevailing for crude 
oil, and as a result not only a good deal 
of wildcat drilling has been done, but old 
wells have been sunk deeper and produc- 
tion thus increased. No new fields of im- 
portance have been discovered, but proven 
territory has been developed. Arkansas 
may be the scene of new developments, 
but Oklahoma is leading at present in 
new production, while North Texas as a 
whole is falling behind in spite of consid- 
erable drilling activity. 

Supplies in most lines, except perhaps 
kerosene, are still low, and this condition 
is peculiarly keen in the heavier oils like 
fuel and gas oils. The great demand for 
gasoline, which may be expected to in- 
crease as the summer wears on, has 
tempted refiners to extract as much as 
possible of the lighter product from the 
crude, leaving proportionately less heavy 
oil. 
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Restrictions on the use of gasoline for 
pleasure purposes are being talked of, in 
view of the generally admitted shortage of 
oil products. At the present rate of con- 
sumption, the refining capacity of the 
country, now too large for its production 
of crude oil, may be kept going at higher 








eer ~~ amen 


PETROLEUM PRODUCTION 
& CONSUMPTION 
OF UNITED STATES 


=— 
wr 


— 
Oo 


wr 


Hundreds of Thousands of Barrels. 








. AU.5. Production plus Crude Imports. 
gs B=Total Con sumphon. including Expor' 





operating levels by increased importa- 
tions. . The strain will then fall on the 
distributing machinery, which is nearly 
inadequate to the tasks put before it. The 
shortage is particularly marked in tankers 
and pipe-lines, where the congested con- 
dition of the steel iridustry makes it diffi- 
cult to get new equipment. 
Foreign Trade Conditions 

It is noteworthy that at the present time 
this country is both exporting and import- 
ing oil at record rates. Of course, it is 
importing the crude and exporting refined 
products, but there is a possibility of some 
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sort of restriction on oil exportation. 

At current rates we shall have import- 
ed from Mexico at the end of 1920 some 
70,000,000 barrels, compared with 52,000,- 
000 barrels for 1919. Exports are not far 
from the same rate, though their total 
value is given at some fourteen times that 
of the imports. To date most of our im- 
portation is from Mexico, with slight help 
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from Peru and Trinidad, but considerable 
development is being done in other South 
American countries, notably Colombia 
and Venezuela, which may in time send 
considerable amounts of crude to this 
country. 

For the time being, however, the out- 
look is for a continued shortage in most 
lines of oil products, perhaps intensified 
by the development of the tractor, com- 
mercial aviation, and the internal-combus- 
tion marine engine. It is scarcely likely 


‘ that prices will advance much further, 


however, in view of their already high 
levels and the deflationary factors already 
at work in other lines. 


Dyes 
Dye Bill Shelved 


Barring a special session of Congress, 
the Watson-Longworth bill has been 
shelved for another six months, largely 
as a result of sensational charges of at- 
tempted world monopoly and meddling 
with politics on the part of certain Amer- 
ican dye interests. It can be said that 
the outlook is that considerable opposi- 
tion will be met by the sponsors of the 
bill when it comes up for action again. 

In spite of the uncertainty as to the 
final Congressional action in the protec- 
tion of the industry, plans for increased 
production have been got under way and 
the output of American-made dyes is 
enough to satisfy the demand. In fact, 
whereas before the war we imported 90% 
of our requirements, we are now in a po- 
sition to build up an export trade in dye- 
stuffs. 

Dyemakers have even expanded their 
field into the production of the finer 
grades of vat dyes, which hitherto had 
continued to be imported from foreign 
sources. It had always been conceded 
that the American manufacturer could 
hold his own in the quantity production 
of most dyes, but certain types had been 
believed to be out-of his range. It will 
be interesting to see if our manufacturers 
can compete successfully with foreign 
makers in quality dyes. If this should 
prove to be the case, the whole argument 
for protection will go by the board, and 
the prices of dyestuffs will be regulated 
by world conditions of supply and de- 
mand. 

Market Conditions 

The dye market has been dull for the 
last few weeks. To some extent this has 
been caused by the slowing of production 
by textile and leather manufacturers, who 
are among the great consumers of dyes. 
A great supply is not coming into the 
market, either, because transportation dif- 
ficulties are holding up shipments of 
crudes and intermediates as well as the 
finished dyes. 

The dyes ordered from Germany under 
the supervision of the Reparations Com- 
mission have arrived, but have been dis- 
appointing as to quantity. It is claimed 
that we are still dependent on French, 
Belgian and Swiss sources .for our sup- 
ply of the better class of these dyes. It 
is believed possible that the new members 
of the Tariff Commission may liberalize 
the present restrictions on the importation 
of dyes placed under war-time laws. For 
the time being, however, domestic manu- 
facturers practically have the field to 
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themselves, as far as the great majority 
of dyes goes, and are said to be seeking 
Government help in the promotion of the 
export business in American dyes. 

Production difficulties now prevailing 
are expected to disappear with the freer 
movement of commodities generally, but 
trade demand is now so slack as to allow 
the manufacturers liberal leeway in clear- 
ing up old orders. Stocks on hand are 
small, but price advances are unlikely in 
view of the inactive demand and the ne- 
cessity of disposing of large quantities of 
merchandise made with dyes already con- 
sumed before a new consumption of dyes 
starts again On a great scale. 

The longer outlook indicates that it 
may be possible for the American dye in- 
dustry to retain its domestic leadership in 
most classes of dyes now produced, with 
possibilities of expansion into a consider- 
able export business and perhaps into the 
production of the finer grades of dyes. 
This success may be obtained even with- 
out any drastic amount of protection by 
Congress. 


Copper 


Surplus Gradually Absorbed 
While the copper market has been dull 
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and featureless with but few exceptions 
for many weeks past, it is noteworthy 
that the huge copper surplus, which has 
been one of the vital factors of the cop- 
per market, is slowly disappearing. It is 
estimated that the present unsold accumu- 
lations are only half as large as they were 
at the beginning of the year, and at the 
present rate should be completely ab- 
sorbed by the end of 1920. 

Production is being maintained more or 
less at 50% of capacity by most produc- 
ers, and is running well behind current 
consumption. Because of transportation 
difficulties largely, sales of copper .have 
been diminishing of late to domestic con- 
sumers, but a resumption of this buying 
is expected as soon as traffic can move 
freely again, as stocks of copper in the 
hands of consumers are believed to be 
low. 

The nominal quotations on copper have 
been well maintained, but in the outside 
market small quantities have been chang- 
ing hands at nearly a cent below the offi- 
cial figure quoted by the large producers. 
It is believed, however, that most of the 
supply from these sources has been 
cleaned up, and that the producers will 
have the market to themselves shortly. 
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Export Improvement 

In view of the fact that usually some 
60% of the copper produced in this coun- 
try is exported, it is especially significant 
that the copper export trade has been 
showing a marked improvement for some 
time. Even with Japan, formerly a heavy 
customer, out of the market as a result of 
internal financial difficulties, much cop- 
per is being sold abroad, and a large 
volume: of inquiry has come in. 

England has been a good customer for 
our copper, and so have France and Ger- 
many in proportion as progress has been 
made in their industrial reconstruction. 
The European buying from this country 
has been hindered somewhat by emergen- 
cy liquidation by Japanese copper con- 
suming interests which had bought the 
metal to use in manufacturing operations, 
but found themselves in a position where 
liquid capital was the prime essential. 
The intrinsic strength of copper’s market 
position, however, has enabled it to over- 
come this handicap, and the prospects are 
that over the long run Europe will buy 
much more copper than it is at present. 

Little selling is being done for future 
delivery, though nominal price recessions 
have been conceded by the producers. It 
does not seem as if there is much chance 
for a decided improvement in the copper 
situation until the present surplus. which 
is still well above normal, is trimmed 
down, which will probably take three or 
four months more. With a reduced sur- 
plus and an active foreign demand which 
is expected to increase in volume, price 
advances in copper would not be unlikely 
and at the very least greater activity may 
be looked for. 


Building 
Reasons for the Decline 

The building construction industry has 
been under severe handicaps during the 
whele post-war period, which have finally 
culminated in a near-paralysis of the en- 
tire business. At the bottom of the diffi- 
culty are three major causes today: the 
inability to move the bulky building mate- 
rials because of the car shortage and the 
strike; the scarcity of money for mort- 
gages, liens and the like, at prevailing 
high rates of money return compared with 
the fairly stable returns on mortgages; 
and the friction between employers and 
employees in the building trades which 
has been recurring for a long time. 

A highly uncertain building materials 
market has also had a pronounced influ- 
ence in curtailing construction, because 
unless the contractor were an unconscion- 
able profiteer, he could not be sure that 
his estimated costs would cover the pos- 
sible rapid advances in building materials. 
At the same time, even the payment of 
exorbitant prices has not been enough to 
insure regular delivery of materials, and 
the motor truck has had to be resorted to 
to take the place of railroad and barge 
shipments held up often by labor troubles. 

As a result, recent months have shown 
a sharp decline in building operations, so 
that activity now is only 20% better 
than during the depressed year of 1919. 
Outside of the transportation situation, 
furthermore, no great prospects for im- 
mediate improvement appear to exist, as 
money will not be plentiful for some time 


to come, the labor situation will be long 
in straightening out, and the materials 
market has been so unsettled .as a result 
of the aggravated transportation diffi- 
culties that dealers have withdrawn even 
their nom‘nal quotations. 

In structural steel a steady decline has 
been noted from the beginning of the 
year, the peak having been reached ap- 
parently some months before that in or- 
dinary building construction. In both 
fields, however, the activity has been re- 
duced to a very low point, and increased 
business seems far away for the present. 


CHICAGO SEES END OF 
SPENDING ORGY 
(Continued from page 240) 
cipal amount of pledged bonds. The 
bonds are, of course, the direct obligation 
and first mortgage on the entire property 
of the company. The offering was made 
at 97 and interest, which yields the in- 

vestor 74%. 
Continental Bank’s Expansion 

Through an increase in its capital stock 
to $25,000,000, the Continental and Com- 
mercial National Bank of Chicago will 
rank in this respect with the greatest 
banks in the United States. In fact, only 
three New York banks have this amount 
of capital stock, the National City Bank, 
the National Bank of Commerce, and the 
Guaranty Trust, each with $25,000,000. A 
meeting of the stockholders has been 
called for July 1 to vote on the proposal 
authorized at a special meeting recently 
to increase the capital stock from $21,500,- 
000 to $25,000,000. The $3,500,000 addi- 
tional stock will be sold to stockholders 
of record July 1 at par, $100 a share, each 
stockholder having the right to subscribe 
for 16.279% of his holdings. Payment 
for new stock is to be made on August 1. 
The increase in capital stock will be in 
the nature of a “melon” for the stock- 
holders, inasmuch as the stock at pres- 
ent is quoted in the neighborhood of $322 
a share, whereas the stockholders will 
pay only $100. In effect the present stock 
offering amounts to a stock dividend of 
about 35%. 

On June 6 Frederick C. Aldrich was 
re-elected president of the Chicago Stock 


. Exchange, making his fourth term, as he 


was president in 1913 and 1914. Solo- 
mon A. Smith was re-elected treasurer, 
and Hugh McB. Johnston, Sigmund Law- 
ton, Joseph A. Rushton and Charles D. 
Townsend were re-elected as members of 
the governing committee. .Members of 
the nominating committee ‘elected were 
Frederick D. Countiss, R. G. Chandler, 
Jesse L. Smith, William C. Jackson and 
Lloyd Canby. 


RAILROAD EQUIPMENT BUYING 

Cars and locomotives which the railroad 
companies have arranged to purchase and 
finance out of their own resources, with- 
out Government assistance, during the 
first four months of this year are esti- 
mated by the New York Commercial as 


follows: Estimated 
value as of 

May 5, 1920. 

$91,567,400 

17,880,000 

940,000 

33,670,000 
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CHIC. GT. WESTERN IST 4S 
* A Switch Suggested 

Chicago Great Western Ist 4s due 
Sept. 1, 1959. Authorized issue $75,000,- 
000. Outstanding $35,930,000. This bond 
is a first mortgage on 1,035 miles of 
road, all the railway property of the 
company except that covered by the 
Minneapolis Terminal 3%s, and also cov- 
ers entire equipment and is a first col- 
lateral lien on 277 miles of Wisconsin, 
Minnesota and Pacific. It is also a first 
lien on the leasehold interest in the Mason 
City and Ft. Dodge Company. As an in- 
vestment it is considered a fair purchase 
at the present low price, the general run 
of railroad bonds being considered low 
at this time. The road has not been a 
good earner, paying exceedingly small 
preferred dividends and on common al- 
most nil. Therefore it cannot be consid- 
ered in the highest class. But the road’s 
earnings should improve. -As a switch we 
suggest St. Louis & San Francisco first 
lien 4s very favorably considered at this 
time. 





ST. LOUIS SOUTHWESTERN 1ST 4S 
A Very Desirable Bond 


St. Louis Southwestern Ist consolidated 
mortgage 4s, which are due June 1, 1932, 
and of which $22,261,750 is now outstand- 
ing, are a lien by direct mortgage on 622 
miles and by collateral trust on 753 miles 
of road, lands, buildings, equipment of 
the company, etc. They are a first lien, 
however, on only 34% miles but a third 
lien on 586 miles, and, therefore, can only 
be considered as a third mortgage on the 
property covered. Furthermore, they are 
subject to some $46,000,000 of prior liens. 
Under the circumstances, therefore, these 
bonds can hardly be entitled to a good 
rating. 

However, earnings of the road have 
shown considerable improvement in re- 
cent months and there now appears no 
doubt that it will be able to pay interest 
indefinitely. The company has been a 


now greatly in need of new capital for 
replacement, extensions, and new equip- 
ment; but should the Interstate Com- 
merce Commission grant an increase in 
rates and passenger rates to the extent 
expected, the financial position of the 
road doubtless would show great improve- 
ment before long. 





METROPOLITAN CREDIT CORP. 
We Are Not Enthusiastic 

After carefully reading over the pro- 
spectus of the Metropolitan Credit Cor- 
poration we hesitate to recommend that 
you invest in stock of any venture of this 
kind. The business appears to be a very 
risky one; and as the automobile trade 
seems to have reached its peak of pros- 
perity, we would hold aloof, for the time 
being at any rate. 

Just how to advise you to recover your 
money we hardly know. Possibly if you 
write Le Roy Sargent & Co. they will 
not like the idea of your withdrawing 
after making an initial payment, and also 
want to know the whys and wherefore. 
The proposition may be a good one, but 
general conditions and the outlook are 
such that we must advise caution in the 
making of investments in new enter- 
prises. 





QUAKER OATS 
A Good Investment 

Both the Common and Preferred stocks 
of the Quaker Oats Company are regarded 
as sound investments. The stock is listed 
on the London Stock Exchange and 
traded in on unlisted department, Chicago 
Stock Exchange. The Common stock is 
around $250 and the Preferred between 
$90 and $95, 


MOTORS MORTGAGE CORP. 
A Risky Business 
The Motors Mortgage Corporation of 
Pittsburgh, Pa., we understand, has not 
issued a detailed statement of its earnings 
and assets and hence it is difficult to ren- 





rather poor earner in the past and is even der an authoritative opinion on the com- 








MARKET STATISTICS 


N. Y. Times. Dow, Jones Avgs. 


20 Indus. 
91.13 
91.46 
92.20 
91.92 
93.06 
93.20 
91.75 
91.68 
91.75 
91.37 
92.00 
91.92 


40 Bonds. 
67.10 
67.07 
67.09 
67.04 
66.87 
66.87 
66.79 
66.80 
66.69 
66.56 
66.65 
66.63 


Tuesday 
Wednesday ... 
Thursday ..... 
Friday 
Saturday 


Tuesday 

Wednesday ... 
Thursday ....June 17 
Friday June 18 
Saturday 


N. Y. Times. 

750 Stocks— 
High. Low. 
82.52 81.37 
82.15 80.83 
82.17 81.06 
82.29 80.85 
82.93 81.76 
83.30 82.10 
82.83 81.35 
82.11 81.18 
82.80 81.86 - 
82.37 81.61 
82.86 81.52 
&2.81 82.38 


Sales. 
418,100 
384,900 
326,700 
390,199 
567,286 
317,079 
487,277 
308,228 
324,911 
420,800 
578,400 
276,800 


20 Rails. 
71.68 
71.70 
71.14 
70.88 
71.15 
70.71 
70.19 
70.17 
70.78 
70.56 
71.03 
70.99 


Canadian Municipals 
on the 


Partial Payment Plan 


HE combination of 

high interest and 
depreciated exchange 
rates, offers an excep- 
tional opportunity to 
buy the bonds of Ca- 
nadian municipalities 
and provinces. 


Take advantage of 
this situation now 
through our Partial 
Payment Plan. 


Details upon request. 


RUTTER.&CO 
14 Wall St. New York 


Tel. Rector 4391 














We offer 
Francs 500,000 


Belgian 
Government 
5% Restoration 
Loan 


IMMEDIATE DELIVERY 


In the event of a recovery of 
Belgian Exchange to parity, 
there is a possible profit of 
140% in the purchase of this 


issue. 


Price on Application 


NEWBURGER 
HENDERSON 
é& LOEB 


Members N.Y. & Phila. Stock Exchanges 


_| 


100 Broadway 
New York 
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The Utmost 
In Safety 


For July dividends we offer 
First Mortgages on Improved 
New York City Real Estate. 
Principal and Interest Guar- 
anteed at 54%. 
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Rental 

Owner 
$2,640 
$1,500 
$1,776 
$3,300 


$8,808 | $42,500 





Guaranteed Certificates from 
$100 Up 
Send for booklet 3-M. 


New York 
Title & Mortgage 
Company 


263 Mont: St. 
—- 

B Plaza 

L. I. City 


WZ adadiissssshdddddd: 
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$1,000 / 
612% First Mortgage 
On Farm Valued $4,810 


ECURED by first mortgage on 
farm of 147% acres. The am- 
ple security back of it and the 

high yield makes it a most desirable - 
investment. Other mortgages rang- 
ing from $300 to $8,000 yielding 6% 
to 644%—can be had from us with 
security equally as good and ample. 
We invite correspondence from in- 
vestors seeking Farm Mortgages with 
absolute security and good rate of 
interest. 

They can be purchased from us for 
cash or on the partial payment plan. 
Send coupon below for complete list, 
and our interesting booklet on farm 
mortgages. 


GEORGE M. FORMAN & CO. 
Farm Mortgage Bankers 
11 So. La Salle St., Chicago, IL 
35 Years Without Loss to a Customer 


GEORGE M. FORMAN & CO., 

11 So. La Salle St., Chicago, Il. 
Gentlemen: Without obligating me in 
any way, please mail your booklet, to- 
gether with list of farm mortgages 
yielding 6% and 64%. 











pany and its stock. As a general thing, 
however, we do not favor concerns of this 
sort. Its principal business consists in 
financing purchases of automobiles. This, 
in our opinion, is a very hazardous enter- 
prise for newcomers, especially at a time 
like the present, when so many people are 
pledging their future income in order to 
keep up appearances by purchasing pleas- 
ure cars. For this reason, we would not 
care to recommend the purchase of the 
stock of any company of this sort. Some 
of the big companies, like General Motors, 
are arranging to do their own dealer- 
financing, and this will be a big factor in 
the industry later. 





ISLAND OIL 
Present and Future Earnings 


Island Oil & ‘Transport is entitled to 
be numbered ‘among the more successful 
of the newer oil concerns. The company’s 
production is now running at about the 
rate of 600,000 barrels a month, and 
should certain drillings in its Mexican 
field result successfully, as there is rea- 
son now to anticipate, the company’s pro- 
duction is likely to reach considerably 
beyond this figure in the near future. Re- 
cently, the company brought in a well at 
Chimampa, in the southern Mexican field, 
having an estimated production of 50,000 
barrels of oil a day. This cannot be con- 
sidered a settled production, however, and 
is not included in the above estimate; 
but now that the suit with the Metropoli- 
tan Oil Company has been settled to the 
satisfaction of all concerned, and since 
there is reason to assume that the estab- 
lishment of fairly stable government south 
of the Rio Grande will enable the com- 
pany to prosecute development work un- 
hindered in the Mexican field, the future 
for Island Oil would appear to be sound. 

It would appear, therefore, that the 
present price of the stock, about 6%, has 
speculative possibilities to an unusual de- 
gree, and, we do not believe it would be 
well to dispose of your holdings. We are 
hopeful that eventually the stock will sell 
considerably higher, especially should it 
be listed on the New York Stock Ex- 
change. Last year’s earnings of $831,976, 
equivalent to 37 cents a share ($10.00 par 
value) earned on $22,635,500 capital stock 
outstanding, were disappointingly small; 
there is reason now to assume that the 
present year’s earnings will be several 
times the amount reported last year and 
a dividend is not too remote. 





MAXWELL MOTORS 
Reflecting Temporary Factors 


In the last several months practically 
all automobile issues have suffered more 
or less drastic declines. This has been 
due largely to talk about a coming set- 
back in the automobile industry as a 
whole, and to the tightness of money, and 
to more or less adverse conditions gov- 
erning the general investment market. But 
so far as the automobile issues are con- 
cerned, the expected setback in the auto- 
mobile industry has been the main in- 
fluence governing the prices of such stocks 
on the Stock Exchange. 

In all probability, the course of Max- 
well Motors first preferred on the Stock 
Exchange has been governed largely by 
the same factors that caused the decline 


in the group as a whole. It is true that 
the company’s earnings have shown some 
falling off recently, largely as a result of 
the scarcity of raw material and of the 
congestion of railway traffic throughout 
the country; but aside from these condi- 
tions we see no particular reason why 
Maxwell first preferred should sell at 
prevailing low prices. At any rate, we 
would not recommend a sale of the stock 
at the present price level. It is probable 
that the fall in the prices of automobile 
stocks has already pretty fully discounted 
the anticipated setback in the industry, 
and if so, not much further decline can 
be expected. 





CANADIAN NATIONAL RAILWAYS 
Equipment Bonds Attractive 


Canadian National Railways Sinking 
Fund 7% Equipment Trust Certificates 
maturing in 1935, compare very favorably 
with other recent issues of similar char- 
acter, as the certificates are well secured 
as to property at any rate, although as to 
earnings the record of the road in recent 
years has not been over brilliant. How- 
ever, it is a rare thing for a railroad to 
default in the interest on its equipment 
certificates, even though the road may. be 
in the hands of a receiver. The reason 
for this is the certificates are a first lien 
on the equipment which they cover, and 
that the issuing road will go to any 
length to meet the payments due the hold- 
ers rather than be deprived of its equip- 
ment, without which, of course, the road 
could not opgrate. It is for this reason 
largely that equipment trust certificates 
are gerierally regarded as one of the 
safest forms of investment. 


CALUMET & ARIZONA 
Well Fortified 


Too large a proportion of your capital 
is invested in Calumet & Arizona. Doubt- 
less it would be inadvisable to sell any 
considerable proportion at present, but 
should there be any considerable upturn 
in the mining list it would be distinctly 
te your advantage to diversify your hold- 
ings by transferring a part to other cop- 
per issues as Utah, Chino and Cerro De 
Pasco, or to the better class of industrials, 
particularly to the railway equipment 
shares, and perhaps to some of the me- 
dium priced railroads, whose specula- 
tive possibilities at present prices we be- 
lieve to be considerable. 

Since 1910 C. & A. has paid dividends 
as follows: $4 a share in 1910-11, $4.25 
in 1912, $5 in 1913, $3 in 1914, $3.25 in 
1915, $9 in 1916, $11 in 1917, $8 in 1918, 
and $2.50 in 1919. 

There are no indications that the com- 
pany’s production of copper has reached 
its peak. The purchase of the New Cor- 
nelia mine some years ago and its sub- 
sequent development to the present high 
state of productivity have greatly ex- 
panded the company’s ore reserves. The 
life of this property, which in 1916 pro- 
duced 75,000,000 pounds of copper at a 
cost of approximately 9c. a pound, is es- 
timated at 20 years, but this probably is 
an underestimate. Latterly, the company 
has acquired other valuable claims such 
as the Cornell property, belonging to the 
Van Anda group and the Eighty-Fifth 
Mine at Shakespeare Camp, four miles 
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from Lordsburg, N. M. The company’s 
Gadsden Mine has not turned out 
as had been expected, having failed to 
show mineral values that would warraxt 
extensive exploration and development, 
but this deficiency doubtless will be made 
up by more extensive development of re- 
cently acquired properties. 

On the basis of its earnings, its devel- 
opment and production, and of its past 
dividend record, Calumet & Arizona may 
be ranked among the best of the coppers, 
and should there be anything like the ex- 
pected improvement in the copper metal 
situation in the near future, doubtless the 
stock would sell higher. 





U. S. STEEL—ANACONDA—N. Y. 
CENTRAL 


Market Position 

Although your purchases of United 
States Steel, New York Central and Ana- 
conda show you substantial losses at pres- 
ent price levels, still we see no particular 
reason for discouragement under existing 
conditions. The market has had a se- 
vere shake-up and standard stocks, es- 
pecially the rails and coppers, are in 
strong hands and for this reason we an- 
ticipate a moderate upward movement 
from time to time. The credit situation 
which was largely responsible for the re- 
cent downward movement in the market 
is gradually improving and should the 
movement to deflate commodity prices 
and bank credits attain the success which 
is expected of it, it will be only a ques- 
tion of time when money will become 
easier and more funds will be available 
for market purposes. 

It is true that our Investment Letter 
has advised sales of stock for the past 
sixty days, but it has never recommended 
indiscriminate selling of stock holdings, 
nor has it countenanced the panic talk 
which some stock market observers have 
been indulging in. It has merely taken a 
conservative stand in anticipation of a 
liquidating movement coincident with the 
liquidation that is going on in the com- 
mercial world and which was likely to 
find some reflection in the stock market. 
That the letter has been uniformly right 
in forecasting the market’s trend is quite 
plain from the records for months past. 





GERMAN POLITICS 
Effect on Securities 


The. recent ‘elections in Germany have 
not been very conclusive. Neither the 
radical nor the conservative element 
would appear to be strong enough to 
carry on the government single handed, 
and so the political situation in that coun- 
try is more complicated than ever. Under 
the circumstances, therefore, it is diffi- 
cult to say precisely just what the immedi- 
ate outlook for German securities is. 

With a stable government established 
Municipal and Government bonds would, 
undoubtedly, be entitled to sell consider- 
ably above the present price level; but 
the outlook being what it is, and the pos- 
sibility of further turmoil and delay in re- 
habilitating the country’s industries being 
present, these securities must still be re- 
garded as more or less speculative. It is 
possible that a more conservative policy 
will be adopted by the various Parliamen- 
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tary factions from now on, as a result of 
the recent elections; but, until the uncer- 
tainties surrounding the German political, 
financial and economic situation are large- 
ly removed, its securities are not likely 
tu show much enhancement in value. We 
believe that a cautious attitude toward Ger- 
man securities would be the proper one 
to take. No doubt, the coming conference 
at Spa will have an important bearing on 
the situation in Germany, and. therefore, 
upon all German securities. Until the re- 
sult of that conference can be ascertained, 
all speculation on the outlook must be 
considered guesswork more or less. 





NINE THOUSAND DRUG 
STORES UNDER ONE HEAD 


(Continued from page 247) 


planned for the production of drugs, 
chemicals and toilet preparations, and for 
the handling of merchandise for the 
Western Rexall and Liggett stores. This 
plant will have 563,000 square feet of floor 
space and will have many new and unique 
features specially designed for the United 
Drug Company by its own engineers. The 
land and buildings will cost upwards of 
$3,000,000. 

At New Haven, Conn., the company is 
erecting new buildings to contain 304,000 
square feet of floor space for the manu- 
facture of rubber hot water bottles and 
hard rubber goods, such as combs, etc., 
also medicated plaster and general hos- 
pital supplies. This new construction will 
cost $1,750,000. 

Some of the subsidiaries of the United 
Drug Company are as follows: 


United Candy Company, 

Ballardvale Springs Company, 
United Drug Company, Ltd., 

Guth Chocolate Company, 
Co-operative Realty Company, 

The Louis K. Liggett Company, 
Schuhle Pure Grape Juice Company, 
The Liggett Company, Ltd., 

The Seamless Rubber Company, 
Absorbent Company of America, 
United Drug Building Company, 
National Cigar Stand Company, 
Liggett-Winchester-Ley Company, 
Dewey & Almy Chemical Company, 
Hill Powder Company, 


Seamless Rubber Company Realty As- 
sociation. 

Announcement has just recently been 
made that the United Drug Company has 
purchased the Boots Pure Drug Com- 
pany, Ltd., an English concern with over 
600 stores throughout England and Scot- 
land. At this writing it is expected that 
the deal will be effected through an 
offering to stockholders of $7,500,000 Lig- 
gett preferred shares, carrying 8 per cent 
dividends, guaranteed by the United Drug 
Company, and $5,000,000 Liggett Class A 
stock, which is convertible after two 
years into United Drug common. 

The United Drug Company has listed 
its stock on the New York and Boston 
Stock Exchanges, and has outstanding 
$28,792,100 common stock, $15,000,000 
first preferred stock, and $1,214,400 sec- 
ond preferred stock. 

The company stands in a very strong 

position.—vol. 25, p. 370. 
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Investors 


By answering this adver- 
tisement you will learn the 
essential facts about a 
bond which matures in 
five years, yields 8.40% 
and at the same time of- 
fers an opportunity to 
realize a possible profit of 
$650 on every $1,000 bond 


you buy. 
An unusual investment 
opportunity. 


Ask for Letter No. W 145 


Herrick & Bennett 


Members New York Stock Exchange 
66 Broadway, New York | 


Telephone Rector 9060 


Uptown Office—51 E. 42d St. 
Ralph H. Dunn, Manager 
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Reinvest 

















JULY 
DIVIDENDS 


at 544% net 


without the loss of a 
single day’s_ interest, 
in 


GUARANTEED FIRST 
MORTGAGE 
CERTIFICATES 
ANY amount from $100 upward. 


Payment of Principal and 
Interest 


UNCONDITIONALLY 
GUARANTEED 
Selections made now may be 


paid for after July First 
Send for Circular M-7 


LAWYERS MORTGAGE CO. 


RICHARD M. HURD, President 
Capital and Surplus $9,000,000 


59 Liberty St., N. Y. 
184 Montague St., Brooklyn 





















































































ROCKWOOD & CO. 


8% Preferred Stock 


Rockwood & Company, 
established in 1886, 
is one of the three 
largest refiners and 
manufacturers o f 
Chocolate and Co- 
coa in the United 
States. 


Net Earnings for the past 
three years have av- 
eraged $811,877, and 
for 1919 were §$1,- 
508,655, or 6 times 
Preferred dividend 
requirements. 


Net Current Assets ex- 
ceed current liabili- 
ties by five to one. 
Net Quick Assets 
alone are equal to 
$120 for each share 
of Preferred Stock 
outstanding. 

Su t 

ey ge a 

ferred at $100 per share, to 

yield 8% 


Send for Complete 
Circular MW 370. 


' Hollister,White & Go. 


50 Congress Street 
Boston 


92 Cedar St. Nor. American Bldg. 
PHILADELPHIA 





























A Suggested 
Cabinet for 
HARDING 





Discussed in this week's issue of 
THE BACHE REVIEW 


The REVIEW ts issued weekly and 
Copies may be had upon request. 
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Current Stock Offerings 


The salient facts concerning current 
stock offerings. No opinion or rating 
of any kind is attempted, and the object 
is purely to keep the reader informed 
on the more important issues. 











Goodyear Tire & Rubber Co. 7% 
Cum. Pref., and Common.—This well- 
known concern is offering $20,000,000 Pre- 
ferred and $10,000,000 Common in blocks 
consisting of two shares of Preferred and 
one share of Common for $300. Includ- 
ing the recent stock dividend of 150%, 
but excluding present issues, the outstand- 
ing capital equals $46,844,100 Preferred 
and $51,890,000 Common. During the 
past twelve years the company has earned, 
on the average, 54% on outstanding com- 
mon stock. There is no bonded debt. The 
regular dividend rate on the common is 
12%, paid since 1908, and at intervals of 
two or three years since that date stock 
dividends of 100% have been paid. The 
company produces a wide variety of rub- 
ber goods, such as neolin soles, power 
transmission belts, etc., so that it is not en- 
tirely dependent on conditions in the 
pleasure car industry, where it controls 
20% of the entire industry. The growing 
demand for trucks will also assure con- 
tinued profits from production of truck 
tires, in which field it is one of the largest 
manufacturers. 

Superior Oil Corporation Common 
Stock—Affiliated with Atlantic Refin- 
ing Company, of the Standard Oil group, 
which agrees to purchase the entire out- 
put at current prices for a period of ten 
years. The latter company will also 
nominate from its own management a 
majority of the Board of Directors of 
Superior Oil Co. Proceeds of the present 
stock issue of 465,978 shares, ottered by 
a New’ York Stock Exchange firm at 
$19 a share, will be used for extension of 
development work in the Kentucky field. 
The company’s present properties include 
58,000 acres of leasehold and royalty in- 
terests, of which 21,000 acres are unde- 
veloped. Present production averages 
6,900 bbls. daily. Dividends of $2 per 
share are paid, and the company antici- 
pates earnings of $8. 


Driver-Harris Co. 7% Cum. S. F. 
Pref. — Manufacturers at Harrison, 
N. J., of electrical resistance wires, pure 
metals and alloys for various electrical 
and chemical uses. Said to be the pio- 
neers and leaders in the production of 
such articles, in which they possess valu- 
able patent rights. Net total assets equal 
$210 per share without including any al- 
lowance for good-will, and net quick 
assets will equal. $136 a share after pres- 
ent financing is completed. Earnings 
after taxes in 1919 were four times the 
preferred dividend requirements, and 
those for the past four years reflect al- 
most as good a showing. Proceeds of 
the sale will be used to continue normal 
development of the business. Stock of- 
fered by the company at 98 to yield 
7.15%. 

American Kardex Company 8% Cum. 
Pref.—Located at Tonawanda, N. Y., 
this company produces a new system of 
flat index-filing, especially designed for 
use in accounting, but adaptable to other 


purposes. Earnings on common stock are 
running at the rate of about 32%, and 
16% dividends are paid. Preferred stock 
is offered by the company at par, and one 
share of common stock may be purchased 
with every four of preferred, to yield 
9.6% on the total investment. 





U. S. OIL BUNKERS TO CIRCLE THE 
WORLD 


Shipping Board Going Ahead with Plans 
to Keep an Ample Supply of Oil 
for American Vessels 


Acting. under the advice of their own 
experts who believe that an adequate 
supply of oil is destined to become more 
and more important in the maintenance of 
our merchant marine, the U. S. Shipping 
Board opened on the 20th of March an 
oil fueling station at Rio de Janeiro, its 
ultimate object being the establishment 
of a chain of bunkers which will eventu- 
ally encircle the globe. Two others are 
already in operation, one at Brest, France, 
with a capacity of 165,000 barrels, and the 
other at St. Thomas, Virgin Islands, with 
a capacity of 110,000 barrels. 

The Shipping Board estimates that the 
oil burning deadweight tonnage, naval 
and merchant, flying the American colors 
will be 8,600,000 tons by June 1, 1921, 
with a fuel oil requirement of 5,800,000 
tons—almost double what it was last year. 
It was on these figures that the plans for 
the oil bunkers were begun. At Ponta 
Delgada, Azores, the wooden tank barge 
Wasagya, with a capacity of 25,000 bar- 
rels, began service February 15 as a tem- 
porary bunkering station until the nego- 
tiations have been completed for a ‘perma- 
ment station site. This barge will then 
be moved to Cape Verde Islands to serve 
as a temporary bunkering station. 

The Shipping Board is also planning to 
have a three-tank 165,000-barrel station 
at Bizerta, Algeria, to serve nearer 
Mediterranean traffic, and a contract has 
also been negotiated for opening another 
station. Additional bunkering stations 
are also planned for Honolulu, Manila, 
Sydney and Shanghai. The Shanghai 
station, with 165,000 barrels capacity, and 
the one at Manilla with a capacity of 110,- 
000 barrels, are expected to be put in serv- 
ice next month. The former will be put 
in operation under a leasing arrangement 
with a private oil concern, and the latter 
by the Shipping Board. The Honolulu 
station will be put in service on June 1 
next—the one at Sydney about a month 
later. 

Moreover, to serve steamers trading 
with Africa, a station with a supply of 
165,000 barrels will be operated at Durban 
early in the summer. These bunkering 
stations are to serve the Shipping Board 
primarily. On January 1 last the Board 
owned 1,465 vessels with a gross tonnage 
of 5,940,742, or 62% of our total of 2,058 
ships of greater than 1,000 tonnage, hav- 
ing a gross total tonnage of 9,588,787. 
From this it appears that the future needs 
of this nation’s merchant marine are 
being looked after in an adequate far- 
sighted manner. 

The Board intends to keep an ample 
supply of oil on hand at all these stations 
to meet the requirements of all vessels 
flying the American flag, whether they be 
government or privately owned. , 
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Current Bond Offerings 


Briefly Discussed and Analyzed 











Issue 
Government and Municipal: 

*Belgian Sinking Fund External 7%s.... 
Jersey City Hospital Impr. 6s.......... 
City & County of San Fran. Water 4%s 
County of Union, N. J. 534s............ 

Railroad and Utility: 

*Chic. & N. W. Ry Secured 7s.......... 

*Southern Pacific Equip. Trust 7s........ 

*Union Pacific Equip. Trust 7s.......... 

*Amer. Light & Traction 6% Notes...... 

*Ohio Cities Gas Conv. 7% Notes........ 

Industrial: 

*American Sumatra Tobacco Conv. 7%s.. 
Shaffer Oil & Retin. Conv. Sec. 7s...... 
Hershey Chocolate Corp. Ist 7%s 
Safe-Cabinet Co. Ist Conv. Serial 7s.. 

(a) Exempt from Federal Income tax, 

tax to the amount of 2%. 


cipal, excepting estate and inheritance taxes. 
in $100 denominations. 


incladingsurtae, Z i 
fi Federal an tate Taxation as to interest an rin- 
~ 2, - rom d) Available in $500 denomination. 


(f) Company refunds Pennsylvania four mills tax. 


Approx. 
Offering Yield to 
Maturity. Price. Maturity. 
1921-1945 97% 7.95@24.89% (d) 
June, 1926 101.75 5.65 (c) 
1922-1923 95.94@97.21 6.00 (c) 
June, 1926 101.78 5.40 (c) 
June, 1930 7.00 (d) 
1924-1935 o101 6.90@7.00 
1924-1935 101 6.90@7.00 
May, 1925 es 75 7.25 (b,d,e) 
1921-1925 8.00 (b) 
June, 1925 98 8.00 (b,d,e) 
June, 1923 97% 8.00 (b,d,e,f) 
June, 1930 97% 7.85 (b,d,e,£) 
1921-1930 9485@99.29 7.75 (b,d,e) 


(b) Company pays normal income 


(e) Available 
*Described in text. 








Belgian Government External Re- 
deemable 714s.—The principal feature 
of this bond is the fact that $2,000,000 
will be redeemed annually at 115. This 
means a premium of 18.25%, so that 
bonds drawn for the first redemption 
in 1921 will yield a return of 24.89%. 
The yield for the bonds at final redemp- 
tion in 1945 is nearly 8%, and the aver- 
age yield on all the bonds is 9.84% (this 
is the statistical average for the series 
—the exact average for the issue as a 
whole would probably be in the neigh- 
borhood of 9.50%). These bonds are 
fully analyzed in an article in June 12th 
issue, page 170. They are the most at- 
tractive of the recent foreign issues. 


Chicago & North Western Ry. Se- 
cured 7s—The reduction of North 
Western’s dividends, coming so soon 
after the announcement of its new 
financing, may have a deterrent effect 
upon purchase of the bonds by those 
investors who are not thoroughly 
familiar with the conservative policy 
of the road. However, the cutting of 
dividends gives added protection to the 
bonds and indicates that this road—un- 
like some others in the past—will not 
continue to make payments unjustified 
by earnings. The bonds are secured 
in the same fashion as other recent 
isues, by deposit of unissued blanket 
mortgage bonds, the latter being now 
unsalable at interest rates previously 
fixed. With so many new 7% equip- 
ment trusts to select from, these ten- 
year bonds could hardly be given first 
place among the new bargain issues. 


Southern Pacific and Union Pacific 
Equipment Trust 7s.—These two issues, 
which appear simultaneously and are 
alike in respect to prices, yields, etc., 
are undoubtedly the most attractive 
equipment trusts of the various recent 
offerings at 7%. Not only is each se- 
cured by equipment costing 50% more 
than the amount of the issue, but the 
two roads are among the four or five 
which are enjoying genuine prosperity 
at the present time, and whose past 
records are unimpeachable. Indeed, it 
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seems remarkable that companies with 
such a high credit rating must pay so 
generously for funds, considering the 
character of security offered. 


American Light & Traction Five- 
Year 6% WNotes.—These notes carry 
detachable warrants entitling the holder 
to purchase two-thirds of one share of 
common stock for every $100 of notes, 
at $142 per share up to May, 1922, at $147 
for two years thereafter, and at $152 dur- 
ing the year following. Inasmuch as 
the stock pays 10% cash and 10% in 
stock annually, and formerly sold at 
much higher levels than the purchase 
prices named above (the record high 
being 450 in 1912), the rights would 
seem to add potential value to the 
notes. The stock is now quoted at 
about 135@139. The company’s earn- 
ings have, of course, suffered along 
with those of utilities in general, only 
13.6% being earned last year. The 
present position of the utility com- 
panies is analyzed in an article in this 
issue. Apart from the short maturity, 
which characterizes the great majority 
of all new offerings, this issue deserves 
special attention from investors. 


Ohio Cities Gas Convertible 7% 
Notes.—Convertible into stock at the 
rate of 25 shares for each $1,000 note, 
which indicates a-value of $40 per 
share; but cash payments are required to 
make up the difference between $40 
and assigned values, which range from 
$45 during the year ended May 31, 
1921, to $49 for the year ended May 
31, 1925. Earnings for the past three 
years, after allowance for depreciation, 
have averaged more than four tines 
the interest requirements and amount 
of notes due annually. Ohio Cities 
Gas, formerly considered a public util- 
ity but now principally known as an 
oil producer, has an efficient organiza- 
tion and is in prosperous condition. 
Earnings for 1920 should be high. The 
notes are attractive for those who do 
not demand the very safest type of 
security and who may be interested in 
the speculative possibilities contained 
in the conversion privilege. 



















Hershey Chocolate 
Corporation 


First Lien 7'.% Ten Year Sink- 
ing Fund Gold Bonds 


Offered when, as and if 
issued and received by us. 


Due June 1, 1930 
$1,000, $500 and $100 denominations 


Pennsylvania Four Mill 


State Tax Refunded 


SECURITY: The Bonds will be 
secured by a oe lien on the real 
estate, plant and fixed assets of the 
Hershey Chocolate Company—the 

operating company—through the 
deposit with the Trustee of the 
ape Fou M oot issue 
t entire —— stoc except 
directors’ shares) of 

The First Mortgage Bonds pledged 

will also be a by deposit of 

all the stock (except directors’ 
shares) of all constituent com- 
panies. 

Upon the completion of the 
present financing neither the Cor- 
poration nor any of its constituent 
companies | will have any, other out- 


BUSINESS: Hershey C 





pany (of Pemnenbventeh. the largest 
manufacturer of milk chocolate in 
the world. 
3 Consclidated | Net Income 


rr. = 
om ame y me 4 
applicable to SS ae charges, before 
after 

sation, for the 
— — equivalent to more 
8 times the annu interest re- 
quirement on these » 


five years was in excess of 5% 
times such annual interest require- 
ments. 


ASSETS: Net Tangible Assets of the 





Hers Chocolate Company and 
its constituent  - 7 based on 
a ¢ ti lamce sheet at 

ember 31, 1918, reconstructed 
to give effect to the present financ- 
ing and purchase of the Rosario 
sugar in Cuba, ae 


bonds and stocks te oak pledged 
8 as 
security for these bonds. 


— ae FUND: The Corporation 
pay to the Trustee 


minimum ne 

— for . the 

year ending December 31, 1920, will 
tably proportioned. 


Price 972 and Interest, 
to yield about 7.85% 
Ask for Circular M-315 
The above statements and statistics 
are derived from official sources or 
those which we regard as _ reliable. 


We do not guarantee but believe them 
to be correct. 


The National City 
Company 


Main Office: National City Bank Bldg. 
Uptown Office: Fifth Ave. & 43rd St. 


Offices in More than Fifty Cities 






























































Outlook for 
Railroad Bonds 
As Investments 


we discuss the rail- 

road bond market 
from several different 
angles, and specifically 
mention a large number 
of bonds which we have 
classified in four groups, 
according to our judg- 
ment of their investment 
merit. 


[: a special circular 


Write for Circular No. 732 
“The Railroad Bond Market” 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
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Long Term 
Railroad ‘Bonds 


OF THE 


New York Central 
Pennsylvania 
Chic. & Northwest 
Canadian Pacific 
Can. Gov't R. R. 
Norfolk & Western 
Southern Railway 
Systems 


To yield 7”to Q% 


F. J. LISMAN & CO. 














Members N. Y. Stock Exchange 
61 Broadway New York 








Financial News and Comment 


Note—The Railroad and Industrial Digest, Notes on Public Utilities, Oik 
Notes and Mining Digest, contain condensations of the latest news regarding 
the companies mentioned. The items are not to be considered official unless 
so stated. Neither THE MAGAZINE OF WALL STREET nor the authorities 
for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate 
and trustworthy. Investment commitments should not be made without further 


corroboration.—EnbrrTor. 








RAILROADS 








BOSTON & MAINE. — Expenses 
Higher. — The deficit for April, fol- 
lowing that for February and March, 
was largely due to the  switch- 
men’s strike, which greatly hampered 
the interchange of freight with roads 
to the West. Although gross earnings 
in April showed an increase of $1,032,- 
260, or 18.8% compared with April, 
1919, the road failed to earn operating 
expenses, a deficit of $885,924 resulting 
against a net surplus of $259,304 last 
year. In February and March the 
deficits were $2,578,939 and $1,086,969, 
respectively. The January deficit was 
relatively small—$116,677. In the first 
four months gross increased $3,661,513, 
or 18%, but in spite of this there re- 
sulted a deficit of $4,668,237. The defi- 
cit in the corresponding period last 
year was but $572,494. 


CANADIAN PACIFIC.—New Paper 
Rates Approved.—The I. C. C. has ap- 
proved the application of the company 
for permission to file a schedule con- 
taining reduced rates on shipments of 
paper and paper articles from points in 
Canada to New York City. 


C. B. & Q.—Large Profits in Oil— 
While the total revenue freight ton- 
nage decreased to some extent, owing 
to the slackening of business following 
the signing of the armistice, one item 
showed a considerable increase, namely, 
oil. The great bulk of this oil origi- 
nates in Wyoming and the revenue 
from this source in 1919 was $5,190,190, 
compared with $837,352 in 1915. Ex- 
penditures for investment in road and 
equipment during the year amounted 
to $6,929,074 and were directed pri- 
marily toward completion of construc- 
tion projects already under way, and 
to additions and betterments incidental 
to a normal program of maintenance. 


CHICAGO, INDIANAPOLIS @& 
LOUISVILLE.—Earnings Smaller.— 
Net income for 1919 after charges 
amounted to $443,659, equal to $2.73 a 
share on the outstanding capital stock, 
as compared with $599,359 or $3.86 a 
share in 1918. Net operating revenues 
for the year amounted to $1,554,281 
against $1,597,769 in the preceding 
year, a decrease of 2.72%. 


CHICAGO & NORTHWESTERN. 
—Reduces Dividends—The rate of 
dividends on preferred and common 
stock had been reduced because the un- 
certainties of the present railroad situ- 
ation made such a course advisable. 
Such guarantees as were afforded the 
railroads by the provisions of law were 
not yet of the sort out of which cash 
dividends could be paid. 


DELAWARE & HUDSON.—Reduc- 


tion of Dividend Rate Likely.—Recent 
weakness of the stock is due to the 
probable reduction of the present 9% 
dividend rate. Current earnings from 
anthracite properties are declining and 
probably will have more effect on the 
stock market’s action than would a de- 
crease in straight rail earnings. 


K. C., M. & ORIENT.—Applies for 
Loan—The Kansas City, Mexico & 
Orient Railway Co. has filed an appli- 
cation with the I. C. C. for a loan of 
$3,500,000 out of the $300,000,000 re- 
volving fund provided for in the Trans- 
portation Act, 1920. If the loan is 
granted, the carrier proposes to use 
$1,500,000 to pay receiver’s certificates, 
due December 1, $1,000,000 to be used 
for working capital and betterment, 
and $1,000,000 to complete the exten- 
sion of its line from San Angelo to 
Sonora, Tex. Security is offered in the 
form of a first lien on the property of 
the road, which is 737 miles long and 
has a book value of $28,000,000. 


LEHIGH VALLEY. — Favorable 
Court Decision.—Justice Speer, in the 
Supreme Court, Jersey City, awarded 
the sum of $122,566 to France for iosses 
sustained by the Black Tom explosion, 
July 30, 1916. France had asked $1;- 
026,000 damages. Two other claims, 
Aetna Explisives Co. for $139,000 and 
the British government for $1,026,000, 
were discharged, Justice Speer uphold- 
ing the company’s plea that the muni- 
tions were on barges for whose freight 
it was not responsible. 


M. O. P.—To Issue Bonds.—The 
Public Service Commission of Mis- 
souri has authorized the company to 
issue $12,730,000 of bonds and $600,000 
notes, the latter bearing 7% and pay- 
able in ten equal semi-annual instal- 
ments. Of the bonds authorized $3,- 
000,000 are for acquisition of property 
and general betterment purposes and 
$6,397,600 is for refunding first mort- 
gage bonds bearing 5% interest into a 
like sum bearing 6%. For reimbursing 
the company for expenditures already 
made for equipment $3,333,300 bonds 
are authorized. The notes are to be 
issued for the acquisition of twenty- 
five steel baggage cars and ten steel 
passenger coaches. 


N. Y. C.—Asks Fare Investigation.— 
The company has filed a petition with 
I. C. C., asking it to institute an investi- 
gation as to the issue between the rate 
of fare for way passengers of 2 cents 
per mile on its line between Albany 
and Buffalo and the rate initiated by 
the President during Federal control 
of 3 cents, and other relating matters. 


N. Y., N. H. & H.— Valuation of 
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EST.1870 


5 i present market 

offers the opportu- 
nity of buying securities 
of the highest class to 
yield a rate of income 
not equalled within the 
last fifty years. 


We shall be glad to 
suggest railroad and in- 
dustrial bonds and pre- 
ferred stocks to meet in- 
dividual requirements. 


Dominick & Dominick 


Members N-Y.StockExchange 
15 Broadway Phone Rector, 2020 























Do You Know 
Canada? 


United States 
finding Canada a 
field for 
bond yields, a favorable ex- 


investors are 
i profitable 
investment. High 


change rate, and other con- 
ditions conduce to this. 


“The Income 
Builder” 


tells you what you need to 
know about the Canadian 
investment field. The trend of 
nk clearings, exports, com- 
modity prices, so important to 
the investor, are shown by 
monthly “Investment Barom- 
eters.” 
Analyses of securities and in- 
dustries; concise information; 
timely hints. 
Ask for FREE COPY of 
this Monthly Review 


RAHAMOANSONS 


INVESTMENT. BANKERS 
Members Toronto Stock Exchange 
TORONTO, CANADA 


CLIP OFF HERE pee 
c-~---- MEMO ------; 
: 








Write Graham, Sanson & Co., 
85 Bay St., Toronto, for free 
Copy of their Monthly In- 
vestment Review, 

1 “The Income Builder” 


bec a ee eee m | 
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Property.—Total cost has been placed 
at $411,688,109 and investments in road 
and equipment at $276,348,662. These 
figures do not include Central New 
England, Boston Terminal Co., Grand 
Central Terminal, Union Freight R. R., 
O. & W., the ownership of stock in 
B. & M., the steamship lines, the trol- 
ley and other properties. It is not to 
be assumed that the New Haven in- 
vestment in the street railway prop- 
erties is without value, but even disre- 
garding the possible value of this in- 
vestment and leaving it to stand against 
capital account, it would be possible to 
deduct all obligations at par and leave 
an equity behind New Haven common 
stock equivalent to $133 per share. 


PENNA.—Gross Increases.—In spite 
of bad weather, railroad strikes and 
dock and harbor strikes which have in- 
terfered seriously with movement of 
traffic, gross earnings of the road for 
the first quarter of the current year 
totaled $115,867,675 compared with 
$106,583,596 in 1919, an increase of $9,- 
284,079 or about 9%. For March, gross 
revenue increased $6,050,706 or about 
17% over a year ago, and it is under- 
stood gross is now averaging about 
12% above last year. 

If the 30% increase in freight 
rates should be granted, revenues will 
be sufficient to take care of any further 
increases in wages which may be 
granted as the result of the hearing 
before the R. R. Labor Board and turn 
an operating deficit into an operating 
revenue sufficient to meet all charges, 
pay the 6% dividend upon the stock and 
leave some surplus. 


PHILA. BALTIMORE & WASH- 
INGTON. — Maintains Earnings.—Net 
income for 1919 after charges amounted 
to $1,587,604, which is equivalent to $3 
a share earned on its capital stock of 
$50 par value and is the same amount 
that the road earned on its stock in the 
preceding year. The road received $2,- 
625,470 from rentals and $1,384 from 
other sources, making gross income 
$2,826,854, against $2,695,420 in 1918. 
Its net income after charges was $1,- 
587,604, unchanged from 1918, and divi- 
dends $1,586,220, likewise unchanged, 
leaving a surplus for the year of $1,384. 


ROCK ISLAND.—Good Record Ex- 
pected for 1920.—Company made an- 
otler gain in gross earnings in May, 
the increase being $1,443,722, or 16.4%, 
due mainly to the southern and south- 
western lines of the system. 

If earnings are maintained in June, 
it looks as though gross for the first 
half of the fiscal year would exceed 
that of the corresponding period of 
1919 by $12,500,000. For the five 
months ended May 31, the increase was 
over $11,166,000, or 26.5%. 

Rock Island’s largest business and 
profits are normally in the Summer and 
Fall months, so that with such a sub- 
stantial increase in what is ordinarily 
the poorer part of the year, it is reason- 
able to expect a pretty good record 
for 1920 as a whole. 

This should be particularly so with 
a rate increase on the tariffs. 


INDUSTRIALS 
AMERICAN CAN.—Plans New Fac- 
tory—Company plans to establish a 
new $1,500,000 factory at Portland, Ore. 
The present plant of the company at 
Portland turns out 100,000,000 cans for 
the packing of food annually, while the 


HIGH GRADE 
HIGH YIELD 
RAILROAD 
BONDS 


Which are the best for Conser- 
vative Investment and Profit— 


New 7% R. R. Bonds? 
Old 4% R. R. Bonds? 


COMPARATIVE STUDY ON REQUEST 


MARTIN & CO. 


1411 WALNUT ST. 
PHILADELPHIA 











Map in Colors 
Showing 
Guaranteed 
Stocks 
of the 
Delaware, 
LacKawanna @ 
Western System 
A copy of this map will 


be mailed free to any 
investor upon request. 


Joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
New York” 
Telephone Bowling Green 7040. 


GUARANTEED STOCKS 
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new plant will produce double this 
quantity. 


We offer, at current market prices— AMERICAN CAR & FOUNDRY.— 
| Stock Attractive—Demand for com- 
SHORT TERM BONDS pany’s product continues heavy. Has a 
big business not only on its books but 

in sight for a period of several years. 
Stock is rendered attractive by com- 
Delaware & Hudson 7s, 1930 pany's dividend policy in entting. aside 
oodri arge amounts covering such disburse- 

B. F.G rich Co. 7s, 1925 ment. Since purchase of stock is more 
Southern Ry. 6s, 1922 in nature of investment than specula- 


Texas Co. 7s, 1923 tion, only small market moves may be 
: expected. 


LONG TERM BONDS AMERICAN LOCO.—In Strong Po- 


Great Western Power 5s, 1946 sition.—Shortage of motive power from 


. which American railroads are suffering 
Jones & Laughlin Steel 5s, 1939 is bound to prove beneficial to the com- 


@ 
thlin Ste @ 
New York Shipbuilding 5s, 1946 @ pany. Equipment interests believe that 


Woodward Iron Co. 5s, 1952 the locomotive companies are sure of 
several years of good business from 


domestic buying alone. There is also 
FOREIGN BONDS a strong demand for engines from 
French Victory 5s, Issue 1916 $71.50 abroad. American Locomotive has ap- 


French Govt. 4s, Issue 1917 e 57.50 “ 1M “* proximately $45,000,000 of business on 
Italian Govt. 5s, Issue 1918 @ 54.50 “ its books, of which probably 27% is for 
@ 
@ 





Italian Govt. 5s, Issue 1920 53.00 “ foreign account. The company’s finan- 
City of Berlin 4s 26.50 “ cial position is exceptionally strong. 


State of Hamburg 4s @ 26.50 “ Its last balance sheet showed working 
capital of $140 a share on common. 


AMERICAN STEEL FOUNDRIES. 
—Has Good Prospects.—The Franklin 
plant of the American Steel Foundries 


) has added a night shift to its force and 
Morton Lachenbruch & Co. See ee 8 Sane ae ee tee 
42 Broad Street, New York workmen from 300 to 500. The man- 


agement says the prospects are good 


Chicago Detroit Philadelphia Pittsburgh for a long run. 


Gur Giles Ase Camested ty Ditrate Wass AMERICAN SUGAR REFINING. 
—Has Difficulty in Shipping—Com- 
pany experiences difficulties in shipping 
refined product, due to shortage of 
railroad cars. In view of the trans- 
portation situation at’New York, the 
company continues to charter steamers 
and is sending sugar from its Brooklyn 


“2, 3 ognized ; center refinery to Norfolk... From there it is 
Detroit is the ree automobile shipped by rail to Chicago and other 
of the world—and the market for automo- middle western points. This round- 


about way of making deliveries is at- 


bile stocks. ; tended by much expense. 
AMER. SUMATRA.—Business In- 
creasing.—After completion of the new 
E DEAL IN financing for the purpose of providing 
additional working capital for the com- 
pany’s increasing business, the balance 
sheet shows total assets of $27,395,265. 


4 Current assets amount to $14,622,218, 
Continental Ford of which nearly $1,500,000 is cash, and 
urrent liabilities to $1,388,105, leaving 

Timken Reo net working capital of $13,234,113, which 
is more than double the amount of the 


Auto Body Packard note issue. 
Hall Lamp Federal Truck ppALDWIN LOCO—“Melon” Prob: 


= ° by fact that a big banking house which 
Lincoln Motors Bower Roller Bearing has been a heavy buyer states that 
stock will, before long, become a specu- 

lative favorite. Company has as yet 
made no distribution of its great war 
Write or wire for latest markets and information. revenues, and as there are favorable 
developments in connection with future 
business, which is expected to be big 
JOE! STOCKARD & Co. for the next several years, an extra 
distribution is not unlikely. There are 

Investment Bankers only 200,000 shares of Baldwin common, 

: and the floating supply of stock in Wall 
Main Floor Penobscot Bidg., Detroit Street, based upon the transfer books, 


Members Detroit Stock Exct ‘j is smaller than it has been in years. 





Descriptive Circular and current prices submitted upon 























BARRETT CO.—Merger Probable. 
—The plan involving the merger of the 
Barrett and National Aniline companies 
is being gradually worked out accord- 
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_GREENSHIELDS 
& CO. 


17 St. Jehm Street, 
Montreal 


Camadian Government 
Municipal and 
Cerperation Bonds 
and Stecks 


Dealers wishing quo- 
tations or ether infer- 
mation can communi- 
cate with us through 
MESSRS. 
LOGAN & BRYAN 
42 BROADWAY 
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PROFIT 
FROM 
YOUR 
SAVINGS 











Send for details of our Part Pay- 
ment Plan, which will enable 


you to purchase 


CITIES SERVICE 


BANKERS SHARES 


$5.00 per share with order and 
$5.00 monthly until paid for, dur- 
ing which time all dividends re 
ceived will be credited to your 
account. 


Investors desiring to — advan- 
tage of the prevailing prices 
of. any sound dividend paying 
security should ask us for infor- 
mation as to how they may be 
acquired through our part pay- 
ment 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 
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ing to interests in close touch with the 
situation. Prices at which’the stocks 
of the various companies will be taken 
over are in course of adjustment. The 
merger will permit more economic 
operations of the two companies. 


BROWN SHOE—Reduces Price.— 
Company has reduced price of shoes 
ranging from 10c to $1.50 a pair. Com- 
pany believes healthier business can be 
done on a little lower level of prices 
but does not feel depressed regarding 
present conditions as the country is too 
rich and prosperous and labor too well 
employed to warrant such newspaper 
propaganda as has been going on dur- 
ing the past few weeks. The present 
period of dull buying will likely be fol- 
lowed by stimulated buying this Fall 
and retailers will want goods in a 
hurry. All factories are now operat- 
ing full except where interfered with by 
transportation of supplies and equip- 
ment. 


CHANDLER MOTORS.—Resumes 
Higher Rate of Operation.—Recent ad- 
vance of stock due to favorable reports 
to the effect that the freight congestion 
is being alleviated to some extent and 
that plants are resuming a higher rate 
of operation. On the other hand, ca- 
pacity operations are impossible at the 
motor-producing centers and the result 
of this may be felt for a considerable 
period after something approximating 
normal traffic conditions has been es- 
tablished. Labor is now flowing from 
the motor manufacturing cities to other 
centers and is expected to strike a hard 
blow at the industry. 


CUBA CANE SUGAR. — Sells 
Plant.—Company has sold Central San 
Ignacio for about $2,000,000. This is 
one of the estates in western part of 
Cuba, which made this season 78,260 
bags, compared with 108,210 bags in 
the preceding season. The price re- 
ceived. will offset the cost of the Central 
Violetta plantation, which was acquired 
recently for about $3,000,000. The 
latter estate turned out 125,712 bags of 
sugar last year. 


FISHER BODY.—Earnings Larger. 
—Surplus for the year ended April 30, 
1920, after charges, Federal taxes and 
preferred dividends amounted to $4,- 
071,144, or $8.14 a share on the out- 
standing 500,000 shares of common of 
no par value; this compares with $6.49 
earned per share on the 200,000 shares 
then outstanding. The balance after 
payment of preferred and common 
dividends was $1,571,144 as compared 
with $1,298,750 in 1919, when no pay- 
ment was made on the common. 


GENERAL ELECTRIC. — Traffic 
Conditions Not Affected.—Congested 
traffic conditions have not seriously af- 
fected the company’s shipments. Dur- 
ing the last two months billings have 
averaged about $22,000,000 a month, or 
at the rate of $265,000,000 a year. Dur- 
ing the first three months of the year 
billings were at the rate of $275,000,000 
a year. Incoming orders showed no 
decrease up to June 1. In the first 
week in June there was a slump. Al- 
though figures are not available for 
publication, it is understood that the 
amount of orders received during the 
week was the lowest so far this year. 
For the first 20 weeks of the year 
weekly bookings have averaged about 
$7, oo an annual rate of $375,- 
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The Investor’s 
Opportunity 


The high premium on American 
funds is causing hundreds of 
United States Investors to buy 
high-grade Canadian Bonds and 
Debentures. 


The discount at which Americans 
can buy them makes their yield 
exceedingly attractive. Their se 
curity is sound; they are readily 
marketable. Principal and inter- 
est on many of them are payable 
in American funds. 


To give you an idea of the opper- 
tunities offered by the Canadian 
investment field—write for a copy 
of the Special United States Edi- 
tion of Investment Recommende 
tions, our quarterly publication. 
It will repay. your reading. 


Roy, 


al Securities 
CORPORATION 


(CANADA) 
LIMITED 
168 BROADWAY NEW YORK 
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‘Income from 


Roofs 


Your life is largely spent under 
roofs. Manufacturers. of roof 
matcrials have an assured mar- 
ket for their products. 


Supplying many of the leading _ 
roofing manufacturers, the 


Vermont Milling 
Products Corp. 


is enlarging its mill to meet 
the increased. demand for ail 
building materials. 


We offer the Citsibaive. Pre- 
— stock of this company to 


mt 


8G 


with liberal bonus of Common stock. 
Ask for descriptice folder MW -626 


Barstow, Hill & Co. 
Investment Bankers 
68 Devonshire Street 

Boston 9, Mass. 
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June 1st Dividend 
Cities Service 
Company 
Preferred Stock 
was paid to 
19,410 Stockholders 
of Record 


A wonderful evidence 
of confidence in this 
Investment stock. 


Circular P-23 on request. 


Henry L. Doherty 
& Company 
Bond Department 
60 Wall Street, New York 
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Foreign Exchange 
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Correspondents 
Throughout the World 


Knauth Nacthod & Kuhne 


Members New York Stock Exchange 
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GENERAL MOTORS.—Foreign In- 
terests Enter Company.—The entrance 
of J. P. Morgan and other conservative 
financiers into the company’s affairs 
attests their confidence in the big 
motor company and the entire auto- 
mobile industry. The British and Ca- 
nadian Explosive Trades have acquired 
1,800,000 shares of new common at 
$20 a share. As the subscription privi- 
lege is on the basis of an additional 
share for each 5 held, the “rights” ob- 
tained by the British and Canadian in- 
terests represent rights accruing to 
9,000,000 shares of General Motors 
common. At the close of 1919 the du 
Pont investment in General Motors 
amounted to 30.29% of the common 
stock, some of it being in Chevrolet 
Motor common. The du Pont interest 
at the close of 1919 amounted to 448,456 
shares of General Motors common, or 
4,484,560 shares since it was split ten 
for one. Balance of the “rights” on 
9,000,000 shares presumably came from 
W. C. Durant and his associates, rep- 
resenting 4,515,440 shares. This indi- 
cates that the du Pont-Durant holdings 
of General Motors common amount to 
at least 60% of the issue. 


GOODYEAR TIRE & RUBBER.— 
Outlook Good.—Sales of company 
continue at a rapid rate. Net earnings 
for the six months ended April 30, after 
deduction of preferred’ dividends 
amounted to $9,662,179, or 46% on the 
$20,750,000 common outstanding at the 
end of that period or at the rate of 92% 
annually. Common stocks is, however, 
being increased by a stock dividend of 
150%, and furthermore the company 
is offering to shareholders $20,000,000 
additional preferred and $10,000,000 
common, the proceeds to be added to 
working capital. The net result of 
these additions will be to leave the 
company with a little less than $67, 

000 of preferred stock (both 
classes) and $62,000,000 common. On 
this increased capitalization earnings 
for the April 30 half-year, before taxes, 
were equal to 14%% on the common, 
or at the annual rate of 29%. Whereas 
the half year’s net before taxes was a 
little more than $11,000,000, officials of 
the company predict a full year’s net of 
from $25,000,000 to $28,000,000, allowing 
for the greater productivity of the 
warmer months. Goodyear has been 
paying 12% per annum on its common 
stock. On the junior issue as increased 
the management intends, if conditions 
warrant, to pay dividends at the rate of 
not less than 10%. 


HENDEE MFG.—Income State- 
ment.—In connection with listing of its 
shares on Boston Exchange, the com- 
pany reports for eight months ended 
April 30, 1920, net profits of $555,917, 
equal to $5.56 a share for $10,000,000 
common. Based on these figures an- 
nual profits will amount to more than 
$8.34 a share. 


OHIO BODY & BLOWER.—In 
Strong Position.—Sales for 1920 are 
estimated at $4,300,000, compared with 
only $1,897,000 in the previous year. 
The company is booked into 1921 and 
its sales are only limited by its ca- 
pacity, which is approximately 16,000 
open and 4,000 closed bodies a year. 
Its net before taxes for 1920 will be 
between $7 and $8 a share. Its net 
quick assets are more than $10.50 a 
share, and its net tangible assets, less 
all good will, are $24 a share. 


OTIS ELEVATOR.—Stock Divi- 
dend Probable—At the forthcoming 
meeting a stock dividend may be de- 
clared, amounting to about 25%. Com- 
pany will also take up the question of 
raising additional funds for plant ex- 
tension. Gross business this year is 
running at rate of $60,000 
against $30,000,000 last 
present plants cannot handle this 
amount of business and the purchase 
or erection of a new plant is probable. 


OWENS BOTTLE.—Income State- 
ment.—For the three months ended 
March 31, 1920, the company reports 
surplus after charges and taxes, of 
$917,650, equivalent after deducting 
preferred dividends to $1.77 a share 
earned on the $10,412,025 common 
stock ($25 par). On the 9th of June 
additional $528,000 common was listed 
on the N. Y. Stock Exchange on official 
notice of issuance as a stock dividend. 


PUNTA ALEGRE SUGAR.—Pro- 
duction Larger—The company has 
made about 615,000 bags of sugar and 
its mill at Punta San Juan is still grind- 
ing. The company has already ex- 
ceeded last year’s total production of 
about 605,000 bags, and is one of the 
comparatively few Cuban companies 
to run ahead of last season, The 
Florida estate this season made about 
265,000 bags, against 264,337 last sea- 
son and Trinidad made 80,592 bags 
against 114,572 bags. The Punta Ale- 
gre mill at San Juan is largely respon- 
sible for the favorable showing this 
year, more than making up for the de- 
cline in Trinidad’s production. 


U. S. REALTY & IMPROVE- 
MENT.—Forms Subsidiary in Japan.— 
Unfinished business on hand at Apri? 
30, 1920, amounted to $32,602,898 com- 
pared with work executed during the 
entire year ended April 30, of $29.876,- 
355. The company, in co-operation 
with prominent Japanese interests, 
formed a subsidiary company to oper- 
ate in Japan. This company has started 
operations on two large building con- 
tracts, one ‘for the Japan Oil Co., and 
the other for the Japan Mail Steamship 
Co. These contracts are on a per- 
centage basis. Japanese interests own 
25% of this company, and prospects are 
bright for a large additional business. 


U. S. RETAIL STORES.—Earnings 
Increasing.—The steady advance of the 
stock is due to pending negotiations of 
considerable importance and the con- 
stantly growing earnings. Since its 
organization last year, company has 
accumulated a cash surplus of $5,000,- 

By reason of securities acquired 
it has several millions more in surplus 
accounts. There is every reason to ex- 
pect an advance in the price of the 
stock. 

U. S. STEEL. —Unfilled Orders 
Large.—The gain in unfilled orders of 
580,719 tons can be attributed in some 
degree to the transportation situation 
and the consequent inability to make 
deliveries of all steel produced. How- 
ever a great part of the gain, probably 
the greater part, was due to a volume 
of new busine’s in excess of actual pro- 
duction. The large bookings of the 
corporation are satisfactory evidence 
that the demand for steel is still strong. 

The corporation is now booked up 
full until the beginning of 1921. Un- 
filled orders are the largest with the 
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A No-Par Value 
Common Stock Pre- 
senting Splendid Op- 
portunity for Profit 


We believe the no-par-value com- 
mon stock of the Dayton Fan & 
Motor Company, founded 29 years 
ago in Dayton, Ohio, to be a good 
speculative offering because: 


1. The cumgeny is capitalized devoid of 
good will and patents (with the ex- 
ception of $72.00). 

2. Now doing business in a_ buildin 
containing 80,000 sq. ft. and equipp 
for economical quantity production. 


3. The company is well financed and en- 
joys a liberal line of credit. 


4. The men in active managenient enjoy 
the most desirable connections and 
know the electrical business in detail. 


5. The om of the company is evi- 
dence the comparison of sales for 
15 months (including 1919), totaling 
about $494,000, with the estimated 1920 
shipments in excess of $1,600,000. 


The last sale of this stock was at $25 
per share. 


PRICE “AT THE MARKET” 
Circular on request 
STOCKS 


A. &J.FRANK _ jonps 


Fifth Floor, Union Trust Building 


Seven Trunk Telephone Lines Connecting 
1 Departments 


Sth Floor, Union Trust Bidg., CINCINNATI, O. 


A Great Future 


The valuable oil and gas 
holdings in the Cities Ser- 
vice Company famous 
Ranger field of Texas is 
destined to add very large- 
ly to the value of Cities 
Service Company’s Com- 
mon Stock and Bankers 
shares. The Company is 
rapidly developing its large 
holdings and the results 
must be reflected at an 
early date in the prices of 
the above shares. 

The Common Stock and the 
Bankers shares at present 
prices can be safely pur- 
chased for profit as well as 
income. 


Write for Circular “M” 


Claude Meeker 


Specialist in Cities. Service Issues 
71 Broadway 
New York City N. Y. 
Empire Building 
’Phone, Bowling Green, 6540 
8 East Broad Street 
Columbus Ohio 





























for JUNE 26, 1920 


exception of those of the period from 
the end of 1916 to the middle of 1917, 
or at the height of war boom in steel. 
They compare with 11,886,591, the cor- 
poration’s record figure reached just 
three years previous, or in May, 1917. 


VANADIUM CORP. — Earnings 
Satisfactory.—Earnings of the corpora- 
tion are declared to be satisfactory and 
are said to be running at the rate of 
between $10 and $13 a share for the 
year. The corporation will not attain 
full capacity until late in the fall, when 
the railroad to the mines is expected to 
be completed and in operation. 


WILLYS-OVERLAND.—To Have 
Most Successful Year in History.— 
Daily output for several months has 
averaged over 600 complete cars. Out- 
put for the year is estimated at 170,000 
automobiles. Large orders are on hand 
and the company occupies the leading 
position in modern 4-cylinder car pro- 
duction. Company is now in most suc- 
cessful year of history, as regards car 
production and earnings. Improve- 
ment in labor conditions from com- 
pany suffered in 1919, together with 
adoption of policy of confining pro- 
duction to 2 models, has resulted in 
enormous increase in output. Financial 
position has been considerably im- 
proved by the admission to the Board 
of Directors officers of prominent cor- 
porations, including Moline Plow and 
American Can. 


WORTHINGTON PUMP.—Govern- 
ment Seeks Back Taxes.—The corpora- 
tion has been given from 30 to 45 days 
to reply to the claim for taxes submit- 
ted by the Internal Revenue Depart- 
ment against earnings for 1916, 1917, 
and 1918. The aggregate asked by the 
Government is largely in excess of the 
returns made for those years, but in the 
claim filed with the company the Federal 
authorities said the figures were “tenta- 
tive.” The company said that it has 
an ample -reserve to cover any addi- 
tional taxes. 


PUBLIC UTILITIES 

ARKANSAS NATURAL GAS. — 
Has Promising Outlook—With 21 
wells completed during the past year, 
the company now has 38 gas wells. After 
the new financing (542,575 new shares 
were offered to shareholders of record 
June 1 at $10 a share), the company 
will have outstanding $13,912,250 com- 
mon stock, with net earnings, based on 
production for the first four months of 
1920, of $9,000,000, equivalent to about 
70% on the issue. During April the 
company’s runs from its wells in the 
Homer field averaged 12,794 barrels 
daily. An aggressive drilling campaign 
is being carried out in that section as 
well as extensive drillings on the com- 
pany’s 325,000 acres in Texas, New 
Mexico, Arkansas, Montana and Ken- 
tucky. 


B. R. T.—Fare Hearing Denied.— 
The P. S. Commission has denied the 
N. Y. Consolidated Ry., a subsidiary, a 
hearing on the question allowing an 
8c. fare, thus. paving the way for an 
appeal to the courts, which is expected 
to be made. The Court of Appeals has 
affirmed the Appellate Division order 
granting a temporary injunction to 
Brooklyn City R. R. and directed to 
the Commissioner of Plants and 
Structures. 


BOSTON “L.” — Higher Wages 











Bonds of 


GERMAN 
CITIES 


French 5s 


Belgium 5s 


Telephone or write for full detailed 


circular with prices GC-54 


Farson,Son & Co. 


Members New York Stock Exchange 
115 Broadway, New York 














Your 
Silent 


Partner 


If you are in business your 
best efforts and the knowl- 
edge gained from years of 
experience are put forth to 
create surplus capital which 
you invest. .-This invested 
capital may well be termed 
“Your Silent Partner.” 


We have prepared a series of 
folders entitled “Your Silent 
Partner” which we will be 
pleased upon request to send 
each week as they are issued. 


Ask for Series SW-44 


William R.mpton 6. 


Investment Bonds 


14 Wall St., New York 
CHICAGO CINCINNATI 
ST. LOUIS NEW ORLEANS 




















| On the 


New York 
Stock Exchange 


Industrials 


The number of industrial 
stocks listed on the New 
York Stock Exchange has 
grown from 98 in 1910 to 302, 
a 300% increase. 


INDUSTRIALS 


Companies representing the 
comparatively new automo- 
tive, motion picture, candy 
and dye industrics have been 
added to the list in addition 
to many companies in the old- 
established industries. 


The Stock Exchange, as these 
figures show, is expanding in 
proportion to the country’s in- 
dustrial growth. 


A. Heusman & Co. 


New York Stock Exch. 


Liverpool Cotten Ase’n. 


20 Broad Street, New York 


Branch Officee—25 W. 33d St. 
New York City. 


Liberty Building, Philadelphia 





























AN 
EXCEPTIONAL 
INVESTMENT 


An opportunity is afforded 
the investor to share in the 
profits of the oil business 
without risk of capital loss. 
We are offering a short term, 
high grade collateral trust 
gold bond, secured by one of 
the leading oil producers in 
this country. 


This bond carries a bonus of 
common stock in a newly or- 
ganized oil company which 
promises to be very success- 
ful. 


Full particulars on request. 
Ask for Circular 3 


MAGUIRE & BURLEIGH 


Stocks and Bonds 
170 Broadway New York 
Phone: Cortland 3573 














Granted.—The company’s new wage 
award will cost it $2,400,000 a year. 
This boost, added to the increase which 
the men forced last summer, means a 
$4,000,000 per annum addition to the 
payroll in a year. No fare increase is 
booked for, but it is expected that the 
service will deteriorate because of lack 
of funds for improvements. 


COLUMBIA GAS & EL.—Produc- 
tion Larger.—Total gasoline output of 
the company and subsidiaries this year 
to June 4 was 7,587,371 gallons com- 
pared with 7,255,400 gallons a year ago, 
an increase of 4.6%. Output for the 
week ended June 4 was 211,411 gallons, 
compared with 284,026 a year ago, an 
increase of 14.9%. On this basis, out- 
put for the year is estimated at 17,000,- 


DETROIT UNITED RY.—Charges 
Higher Fares—Company is charging 
6c on its city lines, with 9 tickets for 
50c, under an agreement reached with 
the city officials last week. Previous 
rate was 5c, and the advance was made 
as a temporary rate until an investiga- 
tion is made to determine whether in- 
crease is justifiable. 


KANSAS CITY RYS.—Protective 
Committee to Participate in Manage- 
ment.—The Protective committee for 
the security holders of the Kansas City 
Railways Company has assumed active 
participation in the management of the 
affairs of that company. The com- 
mittee has retained James D. Mortimer, 
until recently president of the North 
American Company, and its subsidiary 
companies, to represent the committee. 


MONTANA POWER. — Earnings 
Improve.—The consolidated income ac- 
count of the company for the 4 months 
ended April 30, 1920, shows surplus 
after taxes and charges of $1,312,743, 
equivalent after preferred dividends to 
$2.63 a share on the $43,407,500 divi- 
dend-bearing common stock. Corpo- 
rate surplus after deduction of pre- 
ferred and common dividends amounted 
to $817,931, making total surplus $4,- 
158,954. 


MISS. RIVER POWER. — Power 
Rates Readjusted.—The company, own- 
ing and operating one of the largest 
hydro-electric plants in the world, 
spanning the Mississippi River at 
Keokuk, Iowa, has secured a readjust- 
ment of poweg rates provided for under 
the terms of its ninety-nine-year con- 
tract to deliver 60,000 horsepower to 
St. Louis. This readjustment of rates 
assures to the company increased in- 
come of $2,500,000 from that source for 
the period of ten years from August 1, 
1918, to August 1, 1928, and is retro- 
active, payment to be prorated at $277,- 
777 annually from August 1, 1919. 


OHIO CITIES GAS.—Marked Im- 
provement.—Company refined 4,800,000 
barrels of oil in its five plants in the 
fiscal year ended March 31, 1920. The 
4,000-barrel Health refinery has since 
started operations, bringing the total 
daily capacity of the company’s plants 
up to the 25,000 barrels. Its seven 
casinghead gasoline plants, operating 
on gas produced by the company, are 
producing about 40,000 gallons of gaso- 
line a day. Company has over 3,000 
producing oil wells. Its 2,300 miles of 
pipe lines are connected with more than 
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PAN -AMERICAN 
PETROLEUM & 
TRANSPORT CoO. 


Common Stock 


Circular on request. 


BETHLEHEM 
STEEL 
CORPORATION 


Common “B’’ Stock 


Circular on request. 


’ Members New York Stock Exchange 
34 PINE STREET - - - NEW YORK 
Direct Wires to Our Offices in 
Philadelphia Detroit Chicage 























Service te Investors 


To keep investers advised of 
the latest developments af- 
fecting Cleveland securities, 
many of which are traded in 
on the New York Curb or 
Stock Exchange. 


We publish from time to time 
a bulletin giving this data. 


ROLAND T. MEACHAM 


Member Cleveland Stock 
Exchange 


Guardian Building, Cleveland 
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9,600 wells, and transported 6,500,000 
barrels of crude in the year ended 
March 31, 1920. 


OKLAHOMA NATURAL GAS.— 
Property Assessment Higher.—Tenta- 
tive assessment of $13,000,000 was 
placed upon the company’s property by 
the Oklahoma State Board of Equaliza- 
tion May 31. The Board will meet 
again June 14 and it is expected that 
the company will protest vigorously 
against the tentative figure being made 
permanent. The assessment last year 


was $7,564,622. 


PACIFIC TEL. & TEL.—Applies for 


Modification of Order.—The company 
and 16 other telephone be wes operat- 
ing in California, have asked for a modi- 
fication of the Commission’s General 
Order No. 57, issued when the wire com- 
panies were restored to the private own- 
ers. It is claimed that the order, which 
puts into effect all the rules and_regula- 
tions enforced by the Railroad Commis- 
sion prior to Government control, will 
cause losses to the companies. 


PHILADELPHIA CO.—Rate Ad- 
vance Granted.—Company has received 
permission to advance its rates for gas 
for domestic consumption 10 cents a thou- 
sand cubic feet. Present rate is 37 cents a 
thousand. The new rate will go into effect 
July 1. The advance was also granted to 
the company’s gas producing subsidiaries. 
Rates for industrial and commercial use 
were also increased to 47 cents a thou- 
sand, less discount of two cents for 
prompt payment and some reductions for 
summer use. 

The natural gas properties are the chief 
source of revenue of the company. A 
small amount of gas is manufactured. 
Last year 35,952, 733° 700 cubic feet of gas 
were sold by the company and subsidiaries. 

Earnings for the first four months of 
this year show good advances over the 
same period a year ago. The relatively 
poor showing made last year is attributed 
to the readjustment period following the 
ending of the war and the effects of the 
steel strike. Gross earnings for the four 
months to April 30 last were $6,095,370, 
an increase of $715,278 over 1919. Net 
earnings after taxes were $3,839,964, an 
increase of $764,244. These figures do not 
include the traction subsidiaries, Equitable 
Coke Co. or Duquesne Light Co. Revenue 
from the coke and lighting companies is 
received in the form of dividends. 


PITTSBURGH RYS.—Higher Fares 
Expected.—Operating employes of the 
company decided to accept the new wage 
settlement whereby they will receive 
64-70 cents an hour, which compares with 
49-54 cents prior to March 31, 1920. The 
increase is retroactive to May 1, 1920. A 
slight increase in street car fare is ex- 
pected to follow the granting of the wage 
advance. Three tickets will be sold for 
25 cents, it is intimated. 


P. S. of N. J.—Consumers to Pay 
Higher Rates.—If the P. U. Conmis- 
sion grants the application of the com- 
panv’s gas department for permission to 
establish an oil differential in its gas rate 
contracts, consumers will have to pav 
$1.35 per thousand cubic ft. gas, based on 
present oil price, instead of $1.15, the present 
flat rate. The oil differential was opposed 
by town representatives who urged that 
the company ask a flat rate increase 
rather than resort to the differential. The 
company is now overating under a con- 
tract for oil at 5.18 cents, which expires 
in August. 


for JUNE 26, 1920 


THIRD AVE. RY.—Deficit Larger. 
Deficit for April, 1920, amounted to 
$41,275, as compared with a deficit of 
$6,025 in April, 1919. Gross increased 
from $904,861 to $998,362, or about 10%. 
Deficit for the 10 months ended April 30, 
1920, amounted to $698,811, as compared 
with $682,082 in the corresponding 1919 
period. 


UNION GAS.—Court Decision Re- 
served—The WU. S. Circuit Court of 
Appeals has reserved decision on the 
motion of counsel for the company to 
extend the preliminary injuncuon re- 
straining the P. S. C. from enforcing the 
provisions of the 80-cents gas law. The 
Attorney-General on behalf of the state 
claims that the cost of making gas is 
shown under the findings of the Special 
Master to be really less than the com- 
pany’s original claim’ and also asserts 
that the findings show that the company 
is making a fair return based upon the 
80-cent rates ‘and the present cost of 
manufacturing and distributing gas. Ar- 
guments are expected to be concluded 
today when the court will appoint a time 
for the brief to be filed, 


MINING NOTES 


ALASKA GOLD MINES.—Delficit 
Smaller—Deficit for the quarter ended 
March 31, 1920, was $81,618, as compared 
with a deficit of $184,572 in the preceding 
quarter, and $106,784 in the correspond- 
ing 1919 quarter. Labor situation re- 
mai..ed stationary during the first two 
months of the year, but during March 
a decided shortage of labor developed due 
to a number of men leaving the com- 
pany’s employ to enter the fishing in- 
dustry, and, consequently, the outlook 
for a future labor supply is not assuring. 
Gross value of production for the quarter 
amounted to $413,246, or about 30% more 
than in the same quarter of 1919. 


ALASKA JUNEAU GOLD MINES. 
—Deficit Smaller—Deficit for 1919 
amounted to $273,815, as compared with 
$326,378 in the preceding year. Work of 
enlarging the capacity of the mill has 
been so far completed as to enable the 
property to begin earning at a profit. 
Estimates indicated a profit of $1,500 for 
December ; $3,000 for January, and $10,000 
for February. As soon as the value of 
the property has been actually demon- 
strated, it is hoped that a sufficient amount 
of bonds might be sold so that all con- 
templated improvements could be con- 
summated. 


ANACONDA COPPER.—Discovers 
New Ore Body.—The company has 
discovered a new ore body at 3,740 feet 
showing an extension toward high-grade 
ore. The deposit is reported to be over 
six feet in width and has run as high as 
40% in copper. Total output in May 
amounted to 9,700,000 pounds of copper 
as compared with 15,800,000 pounds in 
April and 13,500,000 pounds in May, 1919. 


BAILEY SILVER.—Resumes Opera- 
tions—Mining operations are well 
under way on the Bailey-Cobalt mine, in 
connection with which a five-year period 
of litigation drew to a close. The prop- 
erty is now a part of the Bailey Silver 
Mines. Little difficulty has been experi- 
enced in procuring a full working force. 
A large body of medium grade ore is 
actually developed and ready to take out, 
so it will not be necessary to conduct 
a exploration or development 
wor 


CALUMET & ARIZONA. —Ac- 
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LOOKING 
FORWARD 


979 new companies were incor- 
porated in the United States dur- 
ing the one month of May. 

This indicates continued de- 
mand for merchandise; a strong 
argument for established com- 
panies. 
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The Trend 
In Graphic Form 


Current issue of Sexsmith’s 
Investment Review contains 
Mr. Sexsmith’s original 
trend graph, presenting in 
unique copyrighted form 
the present technical posi- 
tion of the active market. 


Accompanying this graph is 
a detailed explanation and 
forecast, which should be of 
timely interest to investors. 


Copy Sent on Request. 
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THE EFFECT OF 
STOCK DIVIDENDS 


on 
STANDARD 
OIL STOCKS 


WE HAVE PREPARED A CIR- 
CULAR GIVING A RECORD OF 
THE MARKET ACTION, OVER 
A PERIOD OF YEARS, OF 
STOCKS OF STANDARD OIL 
COMPANIES WHICH HAVE 
DECLARED STOCK DISTRIBU- 
TIONS. 
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June shipments will total 
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quires New Interests—The company 
has purchased the Eighty-five Mining Co., 
contingent upon an investigation of title. 
The acquired-company owns six claims 
about four miles from Lordsburg in the 
Virginia district of New Mexico. It is 
believed the purchase price was $350,000. 
The company will develop new ore re- 
serves, and the ore will be shipped to its 
smelter at Douglas, Arizona. 


CERRO DE PASCO.—To Iricrease 
Production.—Although other big cop- 
per producers have curtailed production 
in the last eighteen months, and are op- 
erating at something like 50% of capa- 
city, this company appears to be oper- 
ating at about 75% of capacity, due to 
the fact that the labor question is a minor 
one in Peru and the ore runs high in sil- 
ver, in addition to copper. The company 
is in a position where it can increase cop- 
per production when demand for the red 
metal warrants the expansion. 


DOME MINES.—Full Production 
Resumed.—Net profits for the year 
ended March 31, 1920 amounted to $951,- 
984 against a deficit of $221,082 in the 
previous year. The change has come 
with the resumption of operations in the 
big plant at South Porcupine, where, ex- 
cept for scarcity of labor, conditions seem 
to be satisfactory. The property was 
placed on a producing basis during the 
year. Current assets exceed current lia- 
bilities by $1,253,025, compared with $488, 
895 a year ago. Total assets have increas- 
ed to $5,909,318, compared with $5,002,625. 


EUREKA COPPER.—Closes Im- 
portant Deal.—Details of the largest 
deal in Eureka Mining properties that has 
ever been made has been completed, and 
official announcement will be soon given 
out. It is currently reported that the deal 
referred to includes Eureka Croesus and 
other properties in that district. 


HANCOCK CONSOLIDATED 
MINES. — Underground Explorations 
Kept Going—In order to continue 
operations, company will issue $500,000 
bonds. . It has sold 140 acres of mineral 
land to the Quincy Mining Co., for $251,- 
623, thus reducing its indebtedness, but 
since that time further advances have 
been made through New York interests 
to keep the underground explorations go- 
ing. The bonds will provide the neces- 
sary working capital. 


MINING CORP. OF CANADA.— 
To Increase Production.—The corpora- 
tion has secured an option on the Flin- 
Flon property in Northern Manitoba, ac- 
cording to a statement made at the an- 
nual meeting June 5 by Vice-Pres. Park- 
er. Diamond drilling has established the 
presence of between 20,000,000 and 30,- 
000,000 tons. of copper ore. 


NIPISSING MINES. — Income 
Statement.—The gross value of the 
company’s May yield was $335,597. In 
April, on a gross yield of $364,258, the 
company made a profit of $253,293. Esti- 
mating May’s cost at about the same fig- 
ure, $110,000, the May profit was in the 
neighborhood of $225,000. The April 
cost, however, was above the monthly av- 
oa. Profit and loss surplus is $6,000,- 


SILVER KING OF ARIZONA.— 


To Resume Mill.—The company’s new. 


three-compartment, vertical shaft is 635 
feet deep, and the 615-foot level crosscut 
has been advanced 110 feet to connect 
with the 600-foot level station of the old 
shaft. The heavy flow of water has sub- 
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We offer an opportunity to 
use your money where it is 
amply secured, will give an 
immediate income of 8% and- 
where every condition is fa- 
vorable for a_ substantial 
profit, namely: 


A going concern 

Honest and capable man- 
agement 

Valuable properties 
Settled production 


Immediate market for its 
products 


Small capitalization 
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The Secret of 
Investment 
Success 


A well-known financier gave the for- 
mula in these few words: 


“Buy when things are cheap and sell 
when they are high.” 


It is not always possible to gauge 
the highs and lows; but at this time, 
with high-grade securities, including 
Government issues, selling at their 
lowest levels since the Civil War, 
immediate purchase should result in 
future success and large profits. 
We offer our services in connection 
with your investments and extend 
the advantages of our monthly pay- 
ment plan which greatly facilitates 
the purchase of securities. 


Write Dept. MW-7 for complete data 


and booklet 
“Thrift, Savings, Investment” 
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Foreign Government 
and 
City Bonds 


Spot delivery orders ex- 
ecuted on N. Y. Curb 


Future delivery orders 
executed in Europe. 


Our direct connections 
enable us to give 
Banks and Dealers 
prompt and efficient 
service. 


Jerome B. Sullivan & Co. 


44 Broad Street, New York 
Telephone 1723-1724 Broad 
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sided and the level will be reopened and 
repaired. The sinking of the new shaft 
will soon be resumed, and probably con- 
tinued to the 1,000-foot level. 

Development continues in the 4th ore 
shoot found in the 400-foot level around 
the old ore chimney, and a fair grade of 
milling ore is being broken and held in 
reserve, pending resumption of milling 
operations in the near future. 

Company also sets forth necessity for 
marketing additional $150,000 of 10 yr. 
7% conv. bonds. Previous appeal in cir- 
cular of May 13 produced small re- 
sponse and officials believe stockholders 
do not fully appreciate the emergency that 
exists. Bonds are in $100, $500 and $1,000 
denominations and are offered at 97 with 
accrued interest from June 1 


OIL NOTES 


ATLANTIC REFINING. —Acquires 
New Interests—The company has 
bought a substantial interest in Superior 
Oil and will control the management of 
the latter. The transaction was made in 
order to insure Atlantic Refining an addi- 
tional supply of crude oil, agreement be- 
ing made to take all the output of Su- 
perior Oil at current market prices. Al- 
though the agreement covers a limited 
number of years, it is expected that the 
arrangement will be permanent. 

A syndicate has been formed to under- 
write about 590,000 shares stock not 
taken by Atlantic Refining Ca It is un- 
derstood that this stock will shortly be 
offered at $19 per share, approximately 
the price paid by the Atlantic Refining 


oO. 


GENERAL ASPHALT.—Legal En- 
tanglement.—Concerning a report that 
the Venezuelan courts had decided that 
certain land of the Colon Development 
Co. should be forfeited, it was stated at 
the offices of the company, which is inter- 
ested indirectly through Burlington In- 
vestment Co., that action by the Attorney 
General was only begun recently, as pub- 
lished at the time, and that a decision is 
not expected for some time, or until after 
the company has made its defense. 

The Attorney General contends that the 
defendant company should pay the land 
tax on land not filed upon, or forfeit the 
land, but the corporation says its con- 
tract is perfectly clear, permitting long- 
period exploration, and believe that it has 
a good defense. 


INVINCIBLE OIL. — Earnings 
Show Gains.—Recent advance in price 
due to rumors to the effect that stock will 
be listed on the exchange in the near fu- 
ture current earnings show material gains, 
net for April after all charges, but prior 
to deduction for depreciation and taxes 
amounting to more than $1,300,000. Net 
for 1920 are estimated at more than $10,- 
250,000, equivalent to about $25 a share 
on the 340,000 shares of stock of $50 par 
value, after all charges and provision for 
the $1,000,000 serial notes. March produc- 
tion was 350,695 bbls. 


ISLAND OIL.—Completes Large 
Well.—The company has completed a 
well in Mexico with an estimated flow of 
60,000 barrels daily. It is expected that 
connecting lines will be completed shortly 
and oil runs started in the next few days. 


MARLAND REFG.—To Increase 
Production.—The company has drilled 
in its fourth well on the Alberta Four 
Eyes lease, good for 500 barrels of oil 
a day at a depth of 4,000 feet. During the 
last month five producing wells were 








Pending Adjustment 
Canadian Exchange 


The present abnormal dis- 
count on Canadian Funds has 
made it necessary for many 
corporations and investors to 
retain large balances in 
Canada pending an adjust- 
ment of Exchange to lower 
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We have prepared a Circular 
outlining suggestions for the 
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EUROPEAN BONDS 


The discount in exchange of- 
fers real investment opportun- 
ities in the purchase of the in- 
ternal loans of foreign coun- 
tries. 

By buying European bonds 
now, the investor assures him- 
ii} self of a good return on his 
money as well as a sure profit 
as the exchange moves tow- 
ards normal. In_ addition, 
many of these loans have re- 
demption features that add 
materially to their attractive- 








ness. 
Careful switches into such 
bonds from depreciated do- 
mestic securities having a 


doubtful or greatly reduced 
earning power are advisable 
in that they give the investor 
sound security with the possi- 
bility of large profits. 
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brought in, two being in proven territory 
in Oklahoma and three opening up new 
fields in the same state. The largest 
wildcat well was an 8,000. barrel initial 
essen, which is still making its initial 
ow. 


MEXICAN GULF OIL.—Makes Im- 
portant Additions—Company’s new 
10-inch pipe line from Tepetate to Prieto 
is about to be completed. Four tempo- 
rary pumping stations are also about to 
be finished. With the construction of the 
pumping station at Prieto the company 
will have a loading facility of 7,500 bar- 
rels an hour. By July, according to an 
official, deliveries in Tampico should be 
at the rate of 2,000,000 barrels of oil a 
month, for which there will be facilities 
for exporting. 


NATIONAL OIL.—Plans New Fa- 
cilities——The corporation has adopted 
plans for the construction of extensive 
terminals and oil storage facilities at Gal- 
veston, Tex., for the purpose of handling 
enormous quantities of Mexican petro- 
leum. Several million dollars will be 
spent in carrying out the company’s ex- 
pansion program. The company owns its 
own fleet of tank steamships and barges 
and is building more vessels in private 
yards at Beaumont and Orange with a 
view of having daily sailings between 
Tampico, Panuco and Galveston by Oct. 
1. Three standard tanks of 55,000 barrels’ 
capacity each will be built. 


PIERCE OIL.—To Increase Output. 
The corporation has completed a new 
well in Eastland County, Texas, with a 
production of 500 barrels of oil a day. 
The well proves an additional 1,200 acres 
of the corporation’s holdings in the north 
Texas fields, where the company is drill- 
ing 13 wells 


PHILLIPS PETROLEUM.—Earn- 
ings Satisfactory—Net earnings in 
May, before taxes and depreciation were 
approximately $513,000, making total net 
for the five months of 1920 about 
$1,690,000. 

During May the company completed 19 
new wells, 16 in Oklahoma, mainly in the 
Osage district, and 3 in Kansas, with a 
combined initial daily production of 4,160 
barrels. The company also purchased six 
wells in Washington County, Okla., and 
now has a total of 654 oil and gas wells 
on 75 separate properties. 


PRODUCERS & REFINERS. — 
Official Estimate of Earnings.—Net 
earnings for April after all charges 
amounted to $403,705, compared with 
$370,665 for the preceding month, or ap- 
proximately 80% of gross. The marked 
increase in percentage of net profit to 
gross profit indicates a material increase 
in efficiency and decrease in expense. 
Calculating for 12 months at the above 
rate, President Kistler estimates earnings 

at $4,447,000 per annum, or after allowing 
70% for dividends on the outstanding pre- 
ferred, approximately $2.50 a share for 





the common, or at the annual rate 
of 25%. 
Dividend.— Our correspondent, Jahn 


Kalff of the Dutch banking house of 
Kalff & Co., cables the following: The 
company has declared a 30% dividend. 
The new shares which have been issued 
entitle holders to the full dividends for 
the year 1920. Subscription to the issue 
at par open from June 14 to June 28 in- 
clusive. Holders are entitled to subscribe 
one new for every two old shares; pay- 


ment to be made on the day of payment 
of the final dividend for the financial 
ear 1919, which date will be announced 
ater. 


SINCLAIR OIL.—Drilling Wells on 
the Is mus.—Geological survey work 
on the corporation’s concessions in Costa 
Rica and Panama has been finished, and 
drilling of wells is now in progress, The 
Costa Rica concession covers approxi- 
mately 9,000,000 acres of possible oil 
lands, with the right to select and retain 
something like 1,000,000 acres. The con- 
cession for exploring possible oil lands 
in the Republic of Panama covers ap- 
proximately 11,000,000 acres with the 
right to select and to retain about 1,200,- 
000 acres. Sinclair also owns a substantial 
interest in the Compania de Petroleo de 
Angola, Africa, covering about 75,600 
square miles. Active drilling operations 
are now under way. 


STANDARD OIL (LOUISIANA). 
—Buys Oil.—Company has bought nine 
fifty-five thousand barrel tanks from the 
Gilliland Oil Co. on the latter’s farm 
near Minden. It is understood that all 
the tanks are filled with oil. The con- 
sideration is not stated, but it is believed 
that it is approximately $1,500,000. 


-STANDARD OIL (N. J.).—Earn- 
ing Statement.—Total surplus for the 
year ended Dec. 31, 1919, amounted to 
$35,653,083, equivalent after preferred divi- 
dends to $34.50 a share on the $98,338,300 
common stock. While the New Jersey 
corporation received $15,018,757 in divi- 
dends from affiliated companies, its pro- 
portion of net earnings after 1918, Fed- 
eral taxes of those companies was $27,- 
520,016, making a total surplus of $48,154,- 
342 or $47.21 a share. Total surplus Dec. 
31, 1919 was $499,084,274 


WHITE OIL.—Production Figures. 
—Gross production of the corporation in 
May was 232,999 barrels of oil, according 
to Vice-President Frank M. Bethell. Af- 
ter deducting royalty and working inter- 
ests, net production to the company was 
170,753 barrels or 5,508 barrels a day, or 
an annual basis of approximately 1,700,000 
barrels. 








UNLISTED NOTES 


AETNA EXPLOSIVES. — Doing 
Well.—Advance of stock which is 
traded in on the N. Y. Curb no doubt 
caused by fact that company has emerged 
from receivership and by directors’ plan 
to buy in some of the stock and retire it. 
Company is doing a flourishing business 
in commercial explosives and is building 
up a profitable commercial business. 





ALLIED PACKERS.—Sales Show 
Big Increase.— Preliminary earning 
statement indicated net of $1,010,000 for 
the six months ended April 30. This is 
at the rate of more than twice the inier- 
est charges, which were $480,000 for that 
period. Sales for the six months were 
18.8% greater than same period of previ- 
ous year. On April 30 last the company’s 
books showed quick assets of $23,134,000 
against current liabilities of $10,805,000. 
Included in the current assets were $3,- 
460,000 in cash and $11,961,000 in inven- 
tories. Notes payable and bank loans, 
amounting to $8,964,000, made up the bulk 
of the current liabilities. 


CENTRAL AGUIRRE SUGAR.— 
Doing Well—Is expected to make 
59,000 tons of sugar this season. Earn- 
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ings before taxes for fiscal year to end 
July 1, 1920, placed at $8,000,600, equal to 
more than $53 a share on the 150,000 
shares of stock outstanding. After al- 
lowing for taxes, earnings will equal 
about $35 a share for stock or $175 a 
share for the old stock before the five-for- 
one exchange. This does not include 
earnings of Central Machete. 





CONLEY TIN FOIL.—Plans Ex- 
pansion.—Interests identified with the 
company have put in new $830,000 capital, 
and are developing a program of expan- 
sion. - Fifteen new rolling mills are being 
installed, which when completed will in- 
crease production about 40%. Four of 
these mills are now working, and it is ex- 
pected that an additional mill will be in- 
stalled monthly. 





CURTISS AEROPLANE & MO- 
TORS.—Ceases Manufacture of Aero- 
planes.—The company, claiming 75% 
of the country’s aircraft production, an- 
nounces that it will discontinue the manu- 
facture of commercial aeroplanes at its 
Buffalo plant by July 1 because of failure 
of Congress to protect the American in- 
dustry from the dumping of British war 
planes sold for export to this country at 
1% of cost. The Garden City plant of 
Curtiss Engineering Corp. will continue 
production to meet demands of distrib- 
utors and for supply of spare parts for 
planes now in use. This means the prac- 
tical withdrawal of the company from 
the commercial aeroplane field. 


EMERSON PHONOGRAPHS.— 
Statement year ending April 30 shows 
net sales $2,947,901. Profit for year, 
$263,788 less depreciation reserves 
$192,939. Net profit added to sur- 
plus $70,847. Gross earnings last four 
fiscal years: 1917, $590,434; 1918, $801,- 
378; 1919, $1,159,450 ; 1920, $2,947,901. Last 
two months of this fiscal year -showed 
sales running at the rate of $6,000,000 
per annum. New record plants of large 
capacity being established in N. Y., Mass., 
and Pa. Negotiations under way for 
plants in the South and on Pacific Coast. 
Initial deliveries of new line of phono- 
graphs will be made in June and are ex- 
pected to add several million dollars per 
annum to gross sales. Report to stock- 
holders says that unless unforeseen condi- 
tions arise company will be on a dividend 
basis before end of year 1920, in anticipa- 
tion of which it is now setting aside ap- 
propriations for that purpose. Applica- 
tion is about to be made to list the com- 
mon stock on the N. Y. Stock Exchange. 





GREAT NORTHERN PAPER.—To 
Have Larger Output—The company 
made 209,401 tons of newsprint in 1918, 
229,871 in 1919 and will probably produce 
240,000 tons in 1920. The current year’s 
estimated output would represent a gross 
business of $17,000,000. In the 3 months 
to Mar. 31, 1920, the company shipped 
50,470 tons, although the actual output 
was higher. The company’s newsprint 
output compares with International Paper 
Co.’s production of 305,708 tons in 1919. 

In the first quarter the company sold 
newsprint to its 104 customers at $71.40 
a ton f. o. b. mill, as against average 
prices in 1919 and 1918 of $61 and $49.82 
respectively. The company is capitalized 
at $8,000,000, on which it earned 28. 
in 1919, 24% in 1918 and 45.6% in 1917, 
its record year. Present surplus is $15,- 
000,000. Book value of stock is $287.50 a 
share. 
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WHITEHOUSE & CO. 


ESTABLISHED 1828 


Members New York Stock Exchange 


111 BROADWAY 
NEW YORK 


TELEPHONE RECTOR 3380 


Brooklyn, N. Y. Baltimore, Md. 
186 Remsen St. Keyser Building 








GERMAN MARKS AND BONDS. 


German Marks and Bonds are advancing daily and in our 
opinion offer the greatest chance for large profits. One thousand 
Marks, which in 1914 cost $238.75, are selling now for about $20 
only and should advance sharply. Ten Thousand Marks 5% German 
Government Bonds, which before the War cost about $2400, are 
offered by us for $200, subject to advance and price adjustment 
on day order is received. Act promptly. Telegraph or call, but to 
save time and money, send bank draft or money order with in- 
structions. We will exchange Dollars into Marks at rate prevailing 
on receipt of order. 

We also recommend the purchase of Marks in the shape of our 
drafts on Berlin or deposit account in our client’s name with our 


direct correspondents, the DEUTSCHE BANK and DRESDNER BANK, 
BERLIN 

We make renittances to all parts of Europe in large and small 
amounts at lowest rates. 

Special circular on Foreign Exchange and Foreign Bonds and 
price lists sent on request. 





WOLLENBERGER & CO. 


U Investment Bankers U 


105 So. La Sallie Street 
CHICAGO 
































Gasoline—K erosene 
Naphtha—Distillates—Fuel 
Oil, Road Oil, Lubricants 


Harvey Crude Oil Co. 


Producers—Refiners— Transporters 


of 
Petroleum Products 








GENERAL OFFICES: WALDHEIM BLDG., KANSAS CITY, MO. 
Operating Office: Richards Bldg., Tulsa Okla. 
11 South La. Salle St., Chicago; Richards Bldg., Tulsa Okla. ; 
Bldg., Fort Worth, Texas. 


Refineries: Augusta, Kans. 
Allen, Okla, Lubricating 
Plant: Tulsa, Okla. - 
Own Production. 


Marketing Branches: 


Our 


Moore 














HAMBURG-AMERICAN LINE.— 
Has Promising Future.—The company 
has several ships under construction; the 
number has not been specified. Its pro: 
gram has been modified considerably as 
a result of the agreement with the Har- 
riman interests. The stock is listed on 
the leading German exchanges and should 
prove attractive at the prevailing offering 
unusual profit possibilities through the 
advance of the mark and the bright out- 
look for the German shipping industry. 


HOLLAND-ST. LOUIS SUGAR.— 
Marked Increase in Profit—The com- 
pany, for the fiscal year ending April 30, 
reports 28.15% available for $2,000,000 
common, par $10, compared with $15.52 
the previous year. The company has 
written off a liberal sum for adjustment 
of depreciation, set aside $120,000 reserve 
for unpaid dividends and added $33,982 
for surplus. 


INTERNAT’L GENERAL ELEC- 
TRIC.—Gets Large Contract.— Has 
closed its second large contract for the 
construction of an electrically equipped 
railroad in Brazil: The contract, aggre- 
gating about $2,500,000, was awarded to 
the company’s Brazilian subsidiary. 

A short time ago the company was 
awarded the contract for electrifying a 
section of the Paulista Railway in Bra- 
zil, involving more than $2,000,000. This 
was regarded as an unusually successful 
beginning in the introduction of railway 
electrification into South America, as the 
section to be electrified is in the heart of 
the coffee district, and the success of the 
project would, it was believed, give the 
soepeny great prestige in the foreign 


LAKE SUPERIOR CORP.—Output 
Maintained—The May output of the 
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Algoma steel plant of the company was 
about on a par with April, when 65,000 
tons were produced. Operations in both 
April and May were close to maximum 
capacity, and the plant went into june at 
about the same rate of production. The 
corporation has orders booked which in- 
sure operations for months to come. 


NATIONAL SUGAR.—To_ Re- 
capitalize.—The matter of recapitaliza- 
tion may be taken up shortly, as the pres- 
ent capitalization of $10,000,000 is much 
smaller than assets and earning power 
justify. Company has been operating at 
capacity practically the entire season. 
Gross business aioe current year esti- 
mated at $200,000 The company is 
now quoting a come price basis for re- 
fined sugar than any other refiner in the 
U. S., except two—McCahan of Philadel- 
phia and Savannah of New Orleans. It 
is in an excellent position as regards raw 
materials, having made considerable pur- 
chases of sugar for future delivery. 


PACIFIC BURT.—Marked Increase 
in Earnings—For the year ended 
March 31, 1920, profits were $139,216, 
as compared with $83,743, or an 
increase of about 75%. Appropriations 
included unchanged payments in divi- 
dends amounting to $45,500 on preferred, 
and $13,000 on common. After all ap- 
propriations, the sum of $53,889 was car- 
ried forward, as against $29,654 in the 
previous year. 


UNION ACID.—To Build Plant.— 
The company, which has been capitalized 
at $1,000,000, will build a sulphuric-acid 
plant for manufacturing fertilizer on a 
seven-acre site, which has secured 
on the water-front. The plant will be 
built in two units with daily capacity of 
200 tons of acid. 


VIENNA 5S.—New Issue—For the 
purpose of facilitating the importation of 
food supplies into the city of Vienna and 
suburbs, the city council at a meeting held 
May 15, 1920, authorized the above bonds. 
They are guaranteed as to principal and 
interest by the municipality of Vienna and 
are “muendelsicher” (that is, a secured 
savings bank investment) in all parts of 
what constitutes the present Republic of 
Austria. The bonds are quoted at prices 
to yield approximately 5.54% and mature 
May 15, 1924. They are traded in quite 
actively on the N. Y. Curb and are of- 
fered by leading stock exchange houses. 


ARE MEXICAN OIL PRODUCERS 
FREE AT LAST? 
(Continued from page 260) 
trance of Pan American into the market- 
ing phase of the oil industry is very im- 
portant, since it will mean the company’s 
development into an organization han- 
dling the crude from the well to the final 
consumer, and therefore one that is in- 

dependent of outside influences. 

The action of the new Mexican govern- 
ment will have a very great influence on 
the profits of these companies. General 
Pelaez, who is very friendly to the oil 
companies in Mexico, has been appointed 
Governor of the Tampico district. His 
first act was to reduce the export tax 
from $26 per ton of crude to $12. The 
Provisional President has announced that 
he desires to maintain the most friendly 
relations with American: companies. If 
these promises are carried out by the 
Mexican Government, Pan-American and 
Mexican Petroleum should be very good 
speculative investments at present prices. 
—Mex. Pet., vol. 24, p. 341. 
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U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $7321 to 
$4,720 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you'on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 


20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 









































The New-Book Letter 
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In this column in each issue. of Tae Maca- 
zing or Watt Steger we give a list of all the 
new books on business, finance and investment 
that are published each week. All these titles 
are on sale by Tue Macazine oF Watt Srreer. 


EASTERN QUESTION AND ITS 
SOLUTION (THE)—by Morris 
Jastrow, Jr., Professor at the Uni- 
versity of Pennsylvania. 

An outgrowth of the article by the 
author “Is the Near-Eastern Question 
Capable of Solution?” which appeared 
in the New York Sun of December 7 
and 14, 1919. The author declares that 
the war is not over, nor will it be till the 
Eastern: Question has been disposed of. 
A book of the hour on one of the most 
absorbing problems before the world. 
Price $1.60 postpaid. 


EXPORT PROBLEMS OF THE 
UNITED STATES. 


Papers read before the tenth annual 
convention of the American Manufac- 
turers Export Association and proceed- 
ings of the convention held October, 
1919. Some of the problems discussed 
are: Our Future Trade with Russia, Our 
Future. Commercial Relations with the 
Central Empires, The Near East, The 
New States, Our Diplomatic and Com- 
mercial Services under New World Con- 
ditions, Our International Financial and 
Commercial Policies. Price $2.10 post- 
paid. 


GRAPHIC PRODUCTION CON- 

TROL—by C. E. Knoeppel. 

The purpose of this book is to place 
before industrial executives a ¢omplete 
description of the mechanism of indus- 
trial control and its application to indus- 
trial problems. 447 pages with index and 
over a hundred graphs. Price $10.20 
postpaid. 


ORGANIZED LABOR IN AMERI- 
CAN HISTORY—by Frank Tracy 
Carlton, Professor of Economics in 
DePauw University. 

A short history of the American Labor 
movement and the part the wage-earner 
has played in the industrial, social and 
political evolution of the nation. Of 
special present-interest and importance is 
the survey of labor’s progress in war time 
and the problems brought by the return 
of peace. Price $2.60 postpaid. 


PHILOSOPHY OF SPEECH—by 

George Willis. 

A scholarly, ingenious and entertaining 
study of the origin and development of 
speech and its relation to the growth of 
thought. Price $2.60 postpaid. 


THE BUDGET AND RESPONSI- 
BLE GOVERNMENT—By Freder- 
ick A. Cleveland and Arthur Eugene 
Buck. 

A description and interpretation of the 
struggle for responsible government in 
the United States, with special references 
to recent changes in State Constitutions 
and statute laws providing for adminis- 
trative reorganization and Budget Reform. 
Price, $3.10 postpaid. 








Texas Municipals to 


Net 7% to 8% 


Free from Federal 
Income Taxes 


Circulars free. 


J. L. ARLITT 


823 to 830 Littlefield Building, 
Austin, Texas 








NOBLE & CORWIN 


Mark A. Noble Theedore C. Corwin 


25 Broad Street, New York 


Bank, Trust Company 
and Insurance Stocks 


Table of current statistics 
sent upon request 


Telephone 1111 Bread 











We specialize in 
Chase National 


First National 
Bank Stocks 


CLINTON GILBERT 


New York City Bank and Trust 


Co. stocks 
2 WALL ST. NEW YORK 


Tel. Rector 4848 
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J.M. Byrne & Co. 


Members New York Steck Exchange 
Telephone Rector 7000 
60 Broadway New York 











JACOB BACKER 
Financial Broker 


Established 1916 
Exchange Bldg. St. Paul, Minneseta 
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NEW YORK AMERICAN 
Investers Service 

has furnished unbiased investment 

information te thousands of inves- 

tors over a period of many years. 

Address 238 William St., New Yerk City. 
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Phone: Rector 5000 


Josephthal & Co. 


120 Broadway, New York 


Members 
New York Stock Exchange 


Foreign 
Securities 


Private Wires to 
Principal Cities 




















Municipal Bonds 


_ With Their Tax 
Exempt Features 


Frequently yield a higher 
actual return than other 
classes of securities which 
have a higher interest re- 
turn. 


We have a list of bonds 
which are exempt from all 
Federal Income Taxes, 
yielding 


512% to 6% 


Write for Circular T-2 
of Municipal Bonds. 


Spitzer, Rorick 
& Company 
Established 1871 
Equitable Bldg., New York 


Toledo Chicago 














KEEP POSTED 


The books, booklets, pamphlets, circulars, special letters, etc., listed below have 
been prepared with the utmost care by investment houses of the highest standing. 

They will be mailed on request direct from the issuing firm to the readers of THE 
MAGAZINE OF WALL STREET FREE OF CHARGE. 

We advise our readers to freely take advantage of this service, which will keep 
them in immediate touch with what is going on in Wall Street, without any expense or 
obligation. It is a “Specialized Service for Clients.” ‘ 

Send all requests to Advertising Dept. Order by number. 
MAGAZINE OF WALL STREET, 42 Broadway; New York City 








75—“THE MAN WHO NEVER 
TOOK A CHANCE” ; 

The story of two men who 
started out to attain financial inde- 
pendence. One took the road of 
high yield and doubtful security, 
the other—the road of conservative 
yield and absolutely safe security. 
The result will prove interesting 
reading. 

5—THE BACHE REVIEW 

A summary of the general finan- 
cial and business situation, -issued 
weekly by a large New York 
Stock Exchange firm. 


74—THE PREFERRED STOCK 
A handsome book discussing, in 
an elementary way, the preferred 
stock. 


37—BASIC PRINCIPLES OF BOND 
INVESTMENT 
‘The first of a series of folders 
presenting elementary instructions 
for investment in bonds. 
87—THE NEW GERMAN TAX 
LAWS & GERMAN MUNICIPAL 
BONDS 
Two interesting booklets—one 
describing how laws affect foreign 
investors, the other—the possibil- 
ities offered to investors in German 


values. 


66—“HAVE YOU NAMED A 
TRUST CO. AS YOUR EXECUTOR 
OR TRUSTEE?” 
A book showing the many ad- 
vantages of doing so! ; 


66—“THE IDEAL INVESTMENT” 
A handsome booklet answering 
questions that are frequently asked 
concerning the advantages of 
guaranteed mortgages: 


100—“‘“GUARANTEED STOCKS— 


DELAWARE, LACKAWANNA AND 
WESTERN SYSTEM” 


A map in colors, showing the va- 
rious advantages of the guaranteed 
stocks of this railroad. 

11—“PUTS & CALLS” 

An explanatory pamphlet show- 
ing the advantages that may be de- 
- rived from trading in them. 


72—“STANDARD OIL ISSUES” 
A complete list and description 
of Standard Oil stocks, including a 
weekly summary. 


38—“SAFEGUARDING YOUR IN- 
VESTMENTS” 


A booklet originally written for 
the instruction and guidance of 
salesmen belonging to a large in- 
vestment house. It will prove in- 
teresting to discerning purchasers 
of sound investments. 


7—ELECTRIC ARC WELDING—A 
FUNDAMENTAL INDUSTRIAL 
PROCESS 
A beautiful booklet describing 
this process, and a company em- 
ploying it. 


78—“A SEMI-MONTHLY INVEST- 
MENT REVIEW” 

“The briefest review of its scope” 
aptly describes this very interest- 
ing review edited by a very able 
statistican. 


54—“STOCK & BOND REGISTER” 
A very handy record-book con- 
taining a bond interest table and a 
chart listing the approximate in- 
come from dividend-paying stocks. 


49—“AN INVESTOR’S CATE- 
CHISM” . 
A little book answering some 
all-important questions for the in- 
vestor. 


7—“CITIES SERVICE COMPANY” 

A circle describing the 7% Gold 

- debentures and the 6% cumulative 
preferred stock. 


18—“INDUSTRIAL PREFERRED 
STOCKS” 

A book listing and describing 46 
preferred stocks of industrial con- 
cerns, put out by a prominent stock 
exchange house. 





THE MAGAZINE OF WALL STREET 











